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Salect committee - Hydro headquarters. 


This committee was appointed by motion of the Legislature 


on May 1, 1973, "to examine and review the matter of and 


et 


the circumstances surrounding the agreement for the con— 
truction of the new head office building for the Hydro 


m7 
Ct 


fe) 


?Leetric Power Commission of Ontario, and to report its 
findings and recommendations to this assembly, as soon as 


it may conveniently do so." 


Committee members: J.P. MacBeth (chairman) PC York West 
W. Hodgson PC York North 
R.G. Hodgson PC Victorla-Haliburton 


& : '2 
oven § ove Lobesstinger PC PrassotetRrssek, = — 
q G.W. Walker PC London North’ 


L.C. Henderson PC Lambton 
W. Newman PC Ontario South 
M. Gaunt Lib Huron-Bruce 
J.E. Bullbrook Lib Sarnia 
I. Deans NDP Wentworth 
J.A. Renwick NDP Riverdale 


A, MePedries (clerk of the committee) 
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ONTARIO SELECT Peas - HYDRO HEADQUARTERS 
H-O001-1 May 9/73 
2.30 to. 280" pm 
fvk 
The Committee met at 2:30 mxmx o eL GCs pony. 


in Room 163 
(Chairman: Mr. J.P. MacBeth) 
Mr. Chairman: Ladies and Genthemen, SU IMCHLY phe 
meeting to order. This, as you know, is the organizational meeting 


of the Select Committee on the new Ste Hydro building, A 
een eae eee a 


a 





ae > Seeentaaneae alanieeeliaies CPR ENTE 


think it can be a very short me ete ; 
First of all, I would like to introduce to you the 
two clerks that have been assigned to us by Mr, Roderick Lewis; 
a Mr. Alex McKedrieswho is a senior member and the new man, Paul 
Moorey on my right. Now, depending on the rene % oe ye: his committee 


takes to perform its function, we may find Alex McFedrie: deserting 


us somewhere for some holidays,in which case Paul Mooregwill carry on. 


In any event, until that happens we are going to have the services 
of both of them, 

| Mr. W. Newman (Ontario South): ire you intending to sit 
all summer, Mr. Chairman? 


Mr. Chairman: Well, not unless we arran ge to 


2 Ade 
theres, somewhere along the line for sitting, think we will 


et some 


& 





probably be through earlier than that. However, I understand it is 
up to the chairman of the committee to make a recommendation to 

the committee a in regard to counsel. I've had some difficulty 
over the last few days in trying to find somebody that was suitable, 
Actually, one of thepeople that I had in the back of my mind 

I find had already webh retained and [I'll mention his name later. 
But I am recommending to you the name of Richard E. Shibley, Qc, 

of the firm of Shibley, Righton and McCutcheon. Now, regrettably 
Me. Shibley could not be with us today. I've only contacted him 
today, as a matter of fact, this morning, and had his consent as 
recently we TA the hour but he has consented to act as the committee 
Sees fit to appoint him ead I regret that he is not here so that 


you could interview him. One ‘22/two of the committee members 


erry 





T would welcome it at this time. 








H-O01-2 May. 9/73 § 

2.30.to 2.40 pm 

fvk il 

(Mr. MacBeth) 


qim.amd ff there is any discussion, or any motion, 





Me, J,E. Bullbrook (Sarnia): I don't know him personally 
{ know him by reputation as being an extremely able counsel, I'd 
be prepared to move teedtnineromaaecdion that Mr. Shibley be retained | 
as counsel, I do really think, though, that we do ourselves a 
disservice at not having him here but L recognize the problems 
that you've had, Mr, Chairman, in that connection. 
Mr... Chaigman: withank you, Mrt-Bullbprook . 


Mr, W. Newman: I heard he was a very able counsel, 





Mr, Chairman. I second the motion, 


Vf 
Mr. Chairman: skéonded by Mr. Newman. All those in 








g favour? a) 


Motion agreed to. 





Now, I think the next item of Geers Na en regard to 

our meetings, /as you know, being a select committee, we are not 
entitied to sit during the time that the House is in session but, 

ve spoken to the House Leader who is prepared to recommend to 

the House that we should be given that authority to sit coneurrently, 


~ 


i would sugges 


a 


that maybe we meet again next Wednesday. Inm 
3 6 
brief conversation with Mr. Shibley today he said ha would like a 
‘ 


few days to familiarize himself witha the Pech ete and maybe 


¥ 


Wis tm ny Bg yy > ; 
MP. Gnazrman? L@S 


Mr, Deans: I hate to throw/monkeywrenchas into it but we 





did, in the private 





meet next Wednesday. 


Mexx@natemanxeecas, [5 would be morning, at least, for 
a. t 


committee and I was wondering. whether or +. 
OMMLVGCeS ana 1t Was WONGerPINe. WReECNer or Rot 


+7 ¢ ° fal 
a ed Le wba to = 
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vk 


(Mr, Deans) 

a motion by the House Leader, which I think would be fayourably 
recelved, might enable us to start amanax earlier than next 
Wednesday and vermit us to sit concurrently with the House and Zhe 
Giese keep us from overlapping onto the day which is generally 
reserved for committee meetings which is, for many of us, a day 
that we are tied into other committees, 

Me, Chairman: Well, in making my suggestion,it was only 
a suggestion. I wanted to keep in mind Mr. Shibley's position that 
he'd like a day or two. He's in a trial now which will be finished 
on Friday at the latest but he would like a little time to review 
the matter, I suppose, with myself and any other member that would 
like to discuss it with him. 

Mr, Deans: Could I make a suggestion that perhaps if 
we peceive authority from the House to sit zmxx concurrent Sst we. 
arrange to sit as a committee with Mr. Shibley to go over with him 
What procedures we would like to follow in the investigation of 
the Hydro building on Monday £ 

re ic. Henderson (Lambton): Mr. Chairman, I wonder 
if I could. add to that Maxsaax of Ian's, Monday is a pretty bad 
day for anyone coming a distance from Toronto aaa I was going Te Angpicde 


dre, nrghe da 
— hile ar ce Od from three till five angi I understand the 





solicitor's problem Avath., \<tenaugthlen protect le Aw diginng Thy prsthepnce 
\hs £ Wye) 

So what I was going to suggest here, iXpossinly sit Tuesday, 

es 

Wednesday and Thursday from three till five, Because of the distance, 

I feel that we should have Monday and Friday free, 


Mp, Bullbrook: Why, Ian, if I may, WEY, ATS WSO once 


private bills are finished have you got any other iS oat ROE PR ? 

















Mr. Deans: No, once the private bills are finished 
ioe eee 7 


tg LUZ 
Mr. Bullbr rook: That should be next week, Spats Herenea, 


Mr, Deans: Well, we have to sit next Wednesday, Wattt 





| If you would leave next Wednesday ollk7isfen onward fine. 


aw 
| Mr, Beaittaenekr Chairman: ‘Pine, Sand “Ehen we could sit 


Cee 








] 
] 
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(Mr. Chairman) 


Tuesdayy Wednesdaysaand Thursday2 subject to the approval of the House, 





Mr. Henderson: I was wondering if the chairman could try a 
arrange for Tuesday then instead of Wednesday which you are suggesting 
for a meeting next week. | 

Mr @ Deans:. Yes. 


Mr. Chairman: Tuesday and Thursday of next week - three 





to five-and the following weeks until we are through, Tuesday, 


Wednesday, and Thursdays. 


Mr. Deans: Well, againxyxxax the question, why would you © 





a 


draw the line at five? Why not sit three till six concurrent with 


the House? 


(Tape 002 follows) 
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and It may 


be sitting 
I think we 
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I would like 


appointments. 


to committee 


te to 
and House 


ve flexible, 


erything i 
And I am sure you members must have soma 
ha 


Mr. Ww 


Ai MOMs Met 


M ee 


(Chrmn, -— Mr. MaeBeth) 
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ter of time open.xxz 


Mr. Chairman: 





A littl 


ti white. aA 
ed 
Dd 


Gaunt; 


e that after 


the 


e next 


12.00 and 
have to leave 


3% open. 


Henderson: 


‘ 3 
3 
to kno 


and 


Newman: 


ret) , 


ud 
on't know just how long this 


; who 
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te | 


at’s fine. 
3 


Chairman, I think 


we have to leave 


e flexible, yes. 
has got t 


be flexible 


moing to take 
couple 


of 
ee 


weeks we might 
2.00 to 6.00 


knows? 
don't think we can 


ne fr 


oe 


Jaros 
to beyable to tae 
morni 


+ 


ee for other 
us tieg ourselves up 


the f 


- 


enoons., 


me you'd like to 


Chairman, may I sumeast that we 
¥ a 


Very difficult. 
per: Some time off, 
NESRENASRMAAL Nomekimanxzeutaxstkextra 
An non. member: That's true, 
Met. Charman. Mr, Newman 
oo . a 
Mr » Ay He wMan s Mz, 
sit conourrent with the House, Tuesdavs and 
ad 
* r gf > 
suggzesat/ from 3.00 to 6 
3 
would assume, 


But hops 


Tnuradays.. 


ee *- 
pees you 





p.m. 


Ted ie i Sa AE SPIES 
sas ve 7 





Pistol eee fo) 


2.40 —.2.50 pam 


1} 
_ 


Th ios 
H-2 - 2 
(Mr. WZ. Newman) 
we could also sit inthe evenings. ra much rather sit in 


the evenings than I would in the mornings because of our 


Mx. Builbrook: 


= 


Not including Wednesdays? 





Mr. Deans: Not ineluding Wednesday next, but 








wednesday. 
5 An hon. member: 


Rexxinatrmaax Not Wednesday night. 


Mr. Chairman: Oh, all right, the only change 
On 3 Me 
then is from saying 4,00 “tO Faus 26 od to 6.00, stew 


An hon. member: That's right. 


Mr. @hairman: be 13 try to keep Plexible, a. 
Interjections by hon. members. 
Mr. 


Bullbrook: Tuesdays, Wednesdays, Thursdays. 


Mr, @hairman: But next Tuesday now for an agenda, 


you simply want to see the solicitor at that time and have 
a chat with him. la ZU6 tort ? 

Would it be possible for each member 
the committee to receive copies of the agreement and 
all of the other documents pertaining to the submissions 
by the companies involved in the development? 


Nz 


Mr. Chattman: Let me see, 


Nw 


to you that we have people >; pne suggestion was, and I think | 


I was going to mention 


T mentioned this to somebody c=1it may have been you, Mr. 


aC 
Bullbrook., «em that Mr. James McCallum, se, 
vO 
to be here/representing the Hydro. 


is expecting 


Somebody questioned 


that they might want him called as a witness ,..,, 


Mr, Bubbbrook: Yes, I would think he £m is going 





to be esaentaal as a witness and I don't know whether he 


would want to put himself in a position of being counsel 


witness. 


and a 


Mp, Chairman: And then Mr. Douglas Laidlaw 


to me to indicate that he had been retained by 


& 
' ‘ @ 
Canada Square and Mr. nad gor. Now, I-gather that they will 
not be entitled to ask questions but will just be here to see 









; 











May 9/73 
2.40 - 2.50 p.m. 
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(Mr. Chairman) 
that their clients are not being abused in any way. That 
I understand is the procedure. Am I correct in that? 

Mr. Bublbrook: I understood that the Select 


Committee on Worlmen'’s Compensation matters Achy permitted 


counsel to interrogate the witnesses through committee counsel, 


Mr. Bullbrook: wAnd I think that is only fair and 
just. 


that 
Mr. Deans: I want to make it clear so that/was 


done by asking the committee counsel to ask the, questions, . w- 
Mr. Bullbrook: Right. 
Mr. Chairman: Right. 
Mr. negns wndak Tt wasn't a matter of as we 
would do through the Chair, ask@al a question, but rather 
that the committee counsel ask all the questions for them. 
Chairman . . ; ee 
Mr. HxxNewman: But the committee counsel, at least 
the various solicitors could have ahoment or two with the 
committee counsel, but the questions have to be placed 
Enfeneh our own counsel. We are agreed with that. 


Mr. W. Newman: It worked very satisfactorily 


in the other hearings, Mr. Chairman. 





Mr. Chairman: WHL1, now, 2x what were we at? 


+4 





got off the subject when I wanted to tell you about 
Mr, MeCallum, I would presume that I will get in tough 
: \ and 

with these peopley“Say they may have some hesitation in 


what documents they produce voluntarily. I don't anticipate 














Mr. Builbrook: Well, I think that we have to, if 
I may suggest to xmkm you, put it in a context as Folliowss, 
that I don't think really that we can tell Hydro who they 


are to have or not have as counsel 


o Ar 
Mr. Chairman Naw 
LLL LALLA APPR AE A, 
Mr, Bullorook: ., Aut T would think from my 








prehiminary knowledge of the situation since Mr. McCallum did 


, 
ae 
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Rian. 


thats that they shouldn't put their hands on naot aye | 
think if we are going to go into this we have got to have 
Mr. Chairman: Yes, well, all right. I am just 


thinking there may be lots of references m In Hansard 
4 y 





Mr, Chairman: Pes Ehey'll do their best. 


er 


An hon. memgber: I don't think much of your popebass 








Mr, Chairman: And you're all agreed that I should 
request the House for sgngmaxame concurrent sittings? 
An hon. member: Certainly. Yes. 

have 3 
Mr, Chairman: All right. And I/mentioned the 


= 
other coungsel 
a 





‘Mr. Henderson + One ene I would eee tO Bates 
s0 that 5 g 
clear anaxixdantizxznink you people understand aa What 


4% a vote? j 
do we do in the case of (aman Te Tasqiately adjourn or 


do we sit there until we get the calle the vote is 
coming in? 


Mr Deans: ot think we'll do that. 





Mr, Henderson: I don't know what 1.4 





Mr, Deans: I thnk we'll do that if it arises. 
\ Well, 
Mr, Handerson: xzkink there should be an pr. 


rr en 








etmgiorrenm: of that so we all know. 
? 
Mr. Bullbrook: We'll have the €hairman guide us. 
Mr, Deans: As long as the wey Loe) ov. 
nS CneiFman: Oh, I think we'll need ee 


point in our breaking our sessions here to wait up there 


for 20 minutes or so. 







Mr, Henderson: No, that's fine. We have importan 











people here as witnesses and I £hmk think we should make 


use of them as far as we can. 


Mp, REnwick: LAowt-tbanks- Mr.Chairman, I thnk 








make arrangements with the wkzasanaa whips to make 


certain dxxstianieviys that we're notified about the time of th 








May 9/73 
ae eeUSD sit. 
ees sos 


(Mr, Renwick) 


votes v-> 9 





Mr. Deans: Mr. Chairman, I wonder if I might 
raise another matter. We're always breaking new ground 
in the Legislature, and this is again something different 
from what we have done in the past. The Workmen's Compensation 
Board was different again; and I was wondering whether we might 
consider permitting the press to use whatever mechanical 
means they require in order to keep an accurate record 
mZ for their own prrposes am of what goes on in #x¢¥r this 
committee. 

Mr. Chairman: Now, let me explain my understanding 
of it,even before Alex McFedries tells me whether I am right 
or wrong. I understand that we are man arm of the House 
and that the rules that apply in the House automatically 
apply here and that we do not have authority to change those 
rules. ‘Now; is that ‘& statement in your mind, Alex? 

Mr, McFEdries: An extension of the House. 

Mr. Chairman: So, an extension of the House. 
Now, no matter whether we voted or not, we'd be improper 
to say that we a were allowing the television cameras in. 

Mr. Deans: Well, of course, I'm told ,.., 


An non. member: Tape recorders? 





Mr. Chairman: Or, tape recorders. 


—. 





Mr. Deans: bay and t-recall to your mind; last 





evening, I am told that the House has no authority to instruct 


the committee when the committee is sitting ass fhe committee 


4 
a 


Gan set its own rules and take its own course of action, amd 
I bring, as I say, to your mind, last evening at 10:30 when 
we a were discussing the matter of whether or not a committees 
should or should not sit iwati I was informed by the House 
Leader and by the Speaker that the committee sat independent? 
of the House and was entitled to establibs for itself the 


rules that we'd operate under. Now, I think that that's a rule 


ict, aNd an opportunity, as I say, to break some new ground 


os gh Mins base) 


———— 


baie 


H-2 = 8 


ag accurate reporting of what takes 


Well, then, Ian, let's go a step 





suggvesting that they shohld be 

able to use whatever the taols of their trade are to maintain 

| an aceurate recording of this committee's function. That 
means that those who are in the business of radio reporting 
should be entitled to tape PEGE Es Piero] Ore Wey should be 
able to anyway sand that those who are in the business of 


see fit, during 
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the course of the deliberations. XS long as it doesn't 


with the delBberations as they are taking place. 
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Mr.Handerson: Mr. Chairman, I would have to 





te, Deans: - Ciebesemeteme i411, just let me 





{Sanitation 
‘4 4 x 


19 


{ oppose both of these succestions. Abhbink... 
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They have the same facts available 


to them as we have as members of the committee with Hansard 5 





and I think this is sufficient . 


Mr, Deans: Well, if think that at the time - let's 





be fair, Mr. Chairman sI think that at the time those rules 
? Dhoy weran tT 
yre made there wwagno such thingy Or SemesegesITl wide use at 


Pd 
ee 
“Teast [the means that are now being used by many of the people 





as 


who report{the media ‘am Ws should be interested in the 
accuracy of the reporting oe much as they are. And the only 
: way that you can be sure, and the only way they can be sure, 
4s to be able to use whatever they fael is the way that they 
are most accustomed to daaling. And you can argue 4f you wish 
about it. I do bring to your mind again sir, chat fn Workman's 
Compensation had hearings in the early gory , eme they 
were in fact permitted to use those mechanical tBings. 


Mr, Chairman: Well, I would nbdt want the committee to 





emake a decision without at laast hearing from Mr. Lewis, Now 

4” the committee wants to ask him to come before us today or at 
our next meeting. But I think perhaps - I know that Mr, Lewis 

has some strong ideas, not that we need to take instruction from 
him in regard to it,.but I think in view of the deference to 
tradition of the House, it might be at least wise to hear from him 
in regard to this. Any other thoughts on it? Do you want me to 
follew that with him? 


Mr, W, Newman: Wall Mr. @hairman, I feel that I have 





enough gonfidence in the media, that shey cover the House fairly 


well, the way the House is run, and just in our own extension 








{ 


2 


far as the press is concerned. 


RTE a cn 
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C (Mr. We Neem ae 
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a, 


w005L2 / 


eis ae _ 





> 


pro 


te 


Sees I 
of the House, I think that they can cover it equally as well 





without having cameras. In all due respect, it can be nolsy 
Ana disturdiem the meeting, and I think we should carry on the 


same as we do in the House. 





Mr 


. Chairman: ~i an prepared, if sameone wants to make 
a motion on it, we can have a vote. 


Mr, Deans: I would move that the press be vermitted to | 











use nll of the means at their disposal to accurately record the — 
hearing, subject to — 


Mr, Bullbrook: That's a pretty suggestive evaluation as 








Mr, Deans:—$ubject, of course, to them not anteSSpting | 
or unduly harassing the sequence. And: that is subject to the 


ruling of the Chair. 3m And I so move. 
o 





Mr, Walker: Mr. Chairman, I think a motion would be 
premature at this time. I think you should Bisco eal ne 

Mr, Deans: JI have already moved a 

fr, Walker: I think you should contact imme either the 
Speaker m@ or the Clerk and obtain their opinions. 

Mr, Chairman: Mr. MeFedries ws suggesting that. it is 
even beyond our powers to penuiaer it. I might rule. it. out. of 


order but I will undertake this, that T will discuss the matter 





avain with Mr, Lewis and get his thoughts about it, if that's inj 
arreenent with the majority. Right now, I think the other thing 
was, do you want me to try and line up any witnesses for Wednesdil 
that would be then Thursday , wouldn't it? Tuesday, do you want. 
any witnesses — Mr. Gather coleghere 5 “pne witnesses I see,the 
only ones I see automatically, or at least almost Phondtt cally ae 
would be Mr, Gathercole and Mr, Candy, | 

Mr, Renwick: Well, Mr. Chairman, it seems. to that the 


nN ee 


very first day would be usefully spent with the counsel, 


May 9 ,wlZ73 
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All you want then on the next 





Mr. Chairman: 


~ 





Tuesday, would be counsel, Next Thursday I might indicatw that thos 


two be available. 


. ? ae - 
Mr, Henderson: Do you reer cereal unl Loke oll Leto 





Mr, Deans: . I am not sure, but I know it is very important 





t= } BS n is we :) 
to them. There are a numoer of witnesses and I think it couldieare 


into the afternoon, 


; Mr, Bullbrook: How @ many are there on private bills 


7 SS eens a 


that sit on this committee? 
Mr. Deans: Quite a few. 


Mr, Chairman: Well then, I will speak to counsel and 


SN 


perhaps attempt to arrange Mr, Gathercole for Thursday. I think 
he is the logical one, if that's agreeable. 


Mr, W., Newman: I assume Mr, Chairman, when we come into 


SS AS 


their legal counsel next Tuesday, I assmme you are talking mp lore 


the procedure that we will be taking with Seager ° 





Mr, Chairman: Right, and I will try to have the information 
and as many documents as possible to hand out on Tuesday, if not 


2 > 
veLore,. 





premature for us to discuss the possibility of other witnesses so 


























that we might at least give them the benefit of some correspondence 
to say that it is our intention to call them? 


Mr. Chairman: No, I don't, if— 





Mr, Bullbrook: Well I don't know, 





Mr, Chairman: If anybody has in mind or has knowledge of 





any other witnesses, I must admit tha 





Mr, W. Hodgson: Do you think counsel ynf? 





Se bring this un. 


Mr; Chairman: “Ana? T-think that in feirnessytosallu parties 


Sl EES 





here, that if they have any names that they think would $ or at 





Mr, Bullbrook: Would it be our intention or do you consider it 
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cael ena LSD 
(Mr, Chairman) *) 
~ en 


Serre ean IRI Ae ARR NN 


least they should be looking for or thinking about possibile 


people to call in. 





Mr. Renwiek: Mr. Chairman, I would like to raise a - 
question ax in connection with surmoning the witnesses. I noti¢ 
in the comment that you made tnat was reported in the press, be 
that you had sugrested that it would probaoly not @ be necessary 

co 3 t 
to have Speakers warrants, I would suggest to the committee that 
perhavs we should give consideratian to calling all witnesses 


ys ) ALY G2oLTN, 
on Speakers warrants. The reason I make that) 3 that basically@ 


no witness is going ie Comme in here so1satari ty. the 
Pd 
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may come knowing that ultimately we could eall them, but it 
m™ make sense to treat all witnesses 
identically and not get ourselves into the position where 


we may be required to issue a Speaker's warrant ina 





particular casa,which creates an inwidious comparison batween 


that witness and someone else, whereas if we have Speaker's 
for 

warrants for all the witnesses, they are all here asian the same 
purpose, in the same way and there is no invidious comparison that 
can be drawn between whether one has been ealled by Speaker's | 
warrant or one has not been called. 4 
For the purposes of discussion at least I would so move. a 
e 
; 


Mr. Chairman: Let me just make this comment. The 

TE et eee ot 
difficulty, as I understand it, and I raised the point with Mr. B 
“ 


Lewis, wa@_is the matter of maybe not knowing in advance when 


- 


he has to get Mr. Reuter to sign these and he may not algays be. 7 Ay 
evan Yet He Shouldn't at this time of year, be too far away 
when we are sitting concurrently with the House, but if we 
follow that procedure strictly we might want to call someone on 
short notice and it would mean we would have to ZO round and 


Pind the Speaker to get the warrant issued-and I think 4t ~quiteen cZ, 


involves conduct money. 








Mr, Renwick: It also involves stl kitiga © 
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Me, Chairman: Conduet money, I think, and the 
ee 
witness fees and proper serving, so thers are some mechanics. 
save 
: = . ~~ 
I don't think it would be to Sams the odd witness fee or the 
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condust monay but it is the mechanics. 





Mr. Renwick: “Well speaking to the mechanics, 
be a certain reluctanc® because it has not generally been used, 
but assuming that we are able to overcome Pr prer s achahnical 
problems to do 80, which I would think we can, then I thixk I 


would ask the committee to direct ita mind to the principle of 
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witness is here under the same identical eircumstances ,and 
no one can draw any coneclusicn one way or the other about the 


way in which the witnesses appear. 





Mr. Chairman: Any other somments? 











Mr, W. Newman: Mr. Chairman, I appreciate Mr. Renwick's | 
concern but I have the feeling, concurring in your remarks as I | 
interpret them in the news media, that most of these witnesses 
will come on a voluntary basis, and I think if they are prepared 
to 30 do that is the way they should come. 


Mr, Deans: If I may, Mr. Chairman, you realize the 





problem you put people in. There may be some people who have 
no objection personally to appearing except that they may feel 
a mite reluctant because of association elsewhere, and that it 
.would look .very bad if eight people appeared because they had 
no problem and one person, because he felt perhaps constrained — 


in some way, was relustant to appear voluntarily but was quite 


prepared to give the evidence, It would make his appearance 


The problem that you raise isn't as big a problem 
gas it seems, We did use Speaker's warrants during the WCB 
hearings, without any difficulty that I can recall. 


Mr. W, Hodgson: You mean Por every speaker? 
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Mr. W. Hodgson: Yes, for a great many, but the motion 
"SOR a RY OP ern cence ren omnes, 


before the chair at the present time is that we have got to 


serve everyone with a Speaker's warrant. 





Mr. Bullbrook: I don't regard it as ridiculous, I see 
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great merit ion it, the purpose dDeing - and I don't have to 
reiterate, Mr. Renwick did put it in most able terms - we 

want everyone t feel shat their position before this committee 
is completely the same, afd I can see, for example, the situation 
of us wanting to call a Solicitor, and if we rely upon his 


voluntary attendance it might well be that he would be 


reticent so W do because of questions of privilege jas dDetween 
himself and his client. I just hypothesize this as an example, 


It would be almost a redundancy for him to come voluntarily 


hme ere 


and then say to us: "I am sorry, I just don't feel I ean answer 


that question"because of the question of privileges, lynereas 
<x. 97, =e 
Cot Zaks 
if he knows he {XO come before us then he can ask for 


toe i | 


whatever privilege might be afforded him in the circumstances. ; 
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‘i rink there's benartts to the individual to know that he 


to appear the following Monday or Tuesday; and it gives him 


ais ot ote ym od 5 Se % Pa P : 5 
resan his mind with whatever documents may 





cserncon so that we could 
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discuss sertain matters with him. Ii think that would ba unfair 


: : 3 
to the witness. This situation has very important significance 





and individuals will be, I suspest, required to testify gunder @ 





oath. And that oeing the casa, I think they should have the x 
opportunity allowed them in the normal court system. ‘a 
Mr, Chairman: Any further discussion? 
a aemnnaenennnntl bt 


Me, W, Newman: Mz, Chairman, I would juat reiterate. 








bafore you vote on this matter; IT feal, I don't agree with my 
own oollaagues op with the oppositien on this, but £, as a layml 
not as a. lawyer, Pagl vary vironete avout this, Gigs I would | 
like to se@ peopia come forward on a voluntary bass basis. And” 
those who are going to refuse to come forward on a voluntary 
basis, I would like to know about it. Saga Ghis is mapely what 
I'm saying, in effast; that let's have tha Speaker's warrants, if 


ke have to hava then, 
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would come forward on Gheairy own to appear before tha commits acy. 
Rather, my dafinition of voluntary as opposad to undar Speaker's 


warrant merely means that the individual, when he comas here, oot 
carrying a warrant, rather 
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Cnairman who called him 
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cage a warrant will be issued for smaex him to come 


Mr. Chairman: You Sayaduemds needn't ask him 
to drop up here and pick it up. 

Mr Walker: I think you could waive time limits 
in 30me cases. 


_Mr. W. Hodgson: Mr, Chairman, I will withdraw 


mm 
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objections to serve each witness with a Speaker's 
warzan$,sI'li go along with this and maybe this is one 


of the more important committees that has sat in the 
Aol lant t fone 

Legislature for a long time and we ge-atesnc with it, 

Er pellini gp oss Se mir “xe : \nak £ 

that the committee nas {done its job 
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and ‘donelit proz 


iy when its over, So I'll withdraw 
my objections. 
Mr, Chairman: I am ready to put the motion. 


ir, Henderson: Mr. Chairman I would like it 
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to be known I'm of the same opinion Sad Bill Newman, 
fi Vio sat 
know the people that) o: orefermas not to 
YQ be Say 2 ; 
F m the legal profession 








r. Chairman: Let me put the motion, Let me say 


if there is some witness 
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that we do want to call, we can perhaps - and he-is 


ready to come in the dogr or he may even be in the 
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Mr. Walker: It seems to me 


orn ces 


pues Chairman, if 





that individual is available md wants to offer an opinion 


4mmediately, that at the beginning of his testimony he 





Mr. Chairman: I didn't want to bind ourselves too 

closely, because I thinkthe motion” is going to carry; 10 
Pee Se = 
may not. Alf veseh in favour. Votes? 
\ : 

I declare the motion carried. 

Is there any business to come before our 
meeting today? 

Mr. GAunt: Just me other matter Mr. Chairman, 
Is it your mtention that we should meet here all the time? 


Is this the meeting place? 


Mr. Chairman: I think Hansard hopesthat we 
would be able to sit in the other room taxtsyaxtmsis Wited 


~ipemeéostmas, if its available. 


af An hon. member: You are talking about 


ommittee room. 
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Mr. Chairman: Thecommittee room. 

acne “f 
Mr. Gaunt: Its not large enough at all. 
Mr. Chairman: Well if its not large enough, 


then =339 Hansard hopes that we will operate out of this 


rooms are not large enough, Maybe we can seek refuge 


ee 
usise for caucus.. 
as 
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(Mr. W. Newman) 
fe 43 excellent; lots of seating capacity and I'm sure 
when they start, W% Oe Boisg lo Lowe o Fore Oar ON 

An hon, member: Hansard won't be happy with us. 

Mr. Bullbrook: While I agree that we admire 
Hansard individually, our purpose 43 to facilitate the 
publie not to facilitate Hansard omd if there are a 

~ 
100 people who want to 3it in on this we have got to 
provide the Pacilities for them to be there. 

Mr. Chairman: I would agree, You don't want to 
try out on Monday; there may not bemanymore here than 
are here today, I'm sorry on Tuesday. 

Mr, Henderson: I think we should meet here 
on Tuesday. 

Mr. Chairman: Let's try it here with an open 
mind. | 

Aoes 

Mr. Bullbrook: I must say, what “ea closed 
mind or open mind mean iffyou’ve got 100 people waiting 
to come an? I'm not saying there are going to be 100 
people, but I think we should meet where you met on 
the Workmen's Compensation, so you have ample availability. 

Mr, Chairman: You are not happy to try the 
saucus room down below? 

Mr, Bullbrook: I don't care. Is there 


lots of room there. 


Mr, Chairman: Let's try the caucus room 





down below, I know the acoustics are not the best down 
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there, but if we find that is not iarze enough then 
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we ean do waa the other people did. 
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| Mr, Walker: We 
nae aan ne tiene 
| system in that room down beside the lounge area, This } 
isn't an amplification system, this is a recording system. ‘ 
Me. Bullbrook: There is one question I want to — 
pring up; I'm going to ask Mr. Renwick to help. In ¢ 
eonnection with the Soeaker's warrant is that a duchy ; 
tecum thing; is that fnherent in the warrant? ARe they ‘ 
4 
compelled to bring all relevant documents with them? } 
. 
Mr, Renwick: I am certainly glad you've £ 
asked for my help, Taped stvietnaell : 
Mr, Bullbrook: Well I don't know /you geem 3 


to pe Qunisoeort. 

Mr, Henderson+ I thought you understood this, Jin. 
See 
Tipe : DO you know? 
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“Mr. Bt Builbrook: Yes Jv witnesses will f 
relevant ie ; 
pring any/doeument 3 that they have. Corres DOondance ujaee : 
Interjeations by hon. memoers. q 
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An hon. member: Wk will ask Bae to bring | 
tne documents with ane | A Qin - q 


Mr, Deans: I think it shot ila be said feoo ena’ 


wuld speak in laymen's janguage. 
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Me, Chairman: Then wa wilt loose any advantage 
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at the moment. 
\ This 13, 
Mr. Bullbrook: / the fast time I askag Renwick 
/\ 
for any advice. 
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in this committee room or a small commitvss roomyon Tiiésday? 


The committee adjourned at 3°10 p.m. 
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SUSANDUM RE MEETING OF SELECT COMMITTEE 


By. Order dated May 1st, 1973, this Select 
Committee of the House was appointed to examine and 
review the matter of and the circumstances 
Surrounding "the agreement made the 18th day of 
October, 1972 between The Hydro Electric Power 
Commission of Ontario ("Ontario Hydro") and Canada 
Square Corporation Limited ("Canada Square") 
hereinafter referred to as "the agreement" for the 
construction of the new Head Office building of 
Ontario Hydro.. | 


This select committee has been ordered by 
the House to make findings and recommendations as 
part of its report to the House. 


issues, respecting which findings and 
recommendations may be expected, having regard for 
Statements of members of the House both within the 
House and to the press are as follows: 


1. Are the terms of the agreement, as they affect 


Ontario Hydro, financially and economically 
sound? 


2. Does the agreement provide benefits and 
advantages which justify the decision to 
abandon previous plans for construction of 
a building owned and financed by Ontario 
Hydro? 


3. . Did Ontario Hydro take all steps necessary 
to obtain competitive proposals? 


d Mr. Ceorge Gathercole, members of the 
terio Hydro Electric Commission, 
he chief architect of Ontario“ Hydro 

a the members of the staff of Ontario 
Hydro, or any of them, in any way have 
their judgement respecting the 
agreement for the new head office 
building affected by any consideration 
other than what was in the best 
interests of Ontario Hydro and the 
people of Ontario? 


5. Was the agreement of a nature and of 
such importance that Ontario Hydro should 
have. submitted it for consideration ona 
policy*basis to the Minister reporting 
for Hydro? 


6. fa) Who was the person who alleged 
that“there was a warning delivered by . 
someone tc one of the unsuccessful bidders 
that if he did not be quiet, he would 
never get another government CCmteacn. 


(b) Was such a warning in fact ever 
delivered? 


{c) If such a warning was Gelivered, 
by whom and to whom was it delivered? 


All of which is respectfully submitted for 
consideration by the Select Committee. 


R. B:. Shibley 0.2: C. 
Counsel. to the Committee 
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the committee met at 3.05 Oe lock it. <in-bhe 
members’ board room. 


Mr. Chairman: Ladies and centlemen 


— 
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ieeting to order, We have already had one meeting, as 
you know; at that meeting you appointed counsel sight unseen. 
tI have just introduced him to the members privately, I now 
introduce him to you publicly - Mr. Richard Shibley, Q.C., who 
will be acting as counsel for the committee. Mr. Shibley and 


na ; 
it nave wat some time together, @ He has also spoken with one 


or two of the members, I think, from all three parties, aad & little 


later on I will be handing the proceedings over to him to tell 


you what heproposes and I hope to have your endorsation of 


~~ 


ae 
to 
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I just want to make a versonal apology, I don't generasliy 
L Bs BJ a 5S ¥ 
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like to call a misquote in regard to newspapers but there was 
an article the other day that said something along the lines 
that the chairman had said that Mr. Moog would be called and 


Mr. Davis: would not: be called... I Just want to say that I had 


not spoken that strongly on behalf of the conmittee or even dare, 


to speak on behalf of the committee, I had indicated that I 


expected Mr.Moog would be called and that I hoped that Mr, Davi 


would not be called. i just wanted to clarify that so I 
wouldn't start off on the wrong foot with the members of the 


cmammittee by taking unto myself authority which I realize I 


Just one other point: There is a letter here from 


Ui 


; sy hae ene on ees ne eae yen Dayle TIT AVt2 I 2 ea pe 3 = 
the Legislative Librarian, Dorothy Wage, who would like copies 
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there would be no objections 


co 


we are saying and I would expec 





+o giving that to the idbrary. “if there vare, you, mien raise 


2 4 ( vs + y oe oe | 
them: if not we will ask the Glerk to send copies of anything 





that comés before us to the library. 

Just one other matter to do with the television cameras 
and S@ electronic devices, I don't know whether there are any 
electronic devices in here now recording —m_.if there are, Ll 
would ask they not be used.or preferably taken from the room — 


b) 


eS There will be copies 


CO a wo] fig 


other than what Hansard itself is 4 


of course available of the Hansard transcript. 





I discussed the matter of television with Mr. Lewis - 


; ss it ; ; ie 
that is the Clerk of the House s Ae assures me that it is against © 


the rules sof the ouse, that we, being an arm of the house, w must 
abide by those rules and if there are to be changes in them, 
they must be made by the House itself and not by ourselves. 

I think with those words I will ask @mem Mr. Shibley, 
who has done a great deal of work on things, to take over at 
this point and introduce himself to you. Mr. Shibley. 

MesTRTVE, catoiey.)O.0..  imeank you, Mr.* Cnairman, 

The first obligation © feel Ts-torrecords.wlth- the 


nembers of the committee the awareness which I have of the 


, 


aapveay, 
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adiiciary obligationg imposed upon me by the acceptance of youl 
5S 2 2 p OW 


appointment. I-intend to discharge that duty to the fullest of 
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ny capacity. LL aope that in the same way eke there was 


unanimous concurrence in the matter of my appointment at the 


a 


outset of this hearing that all members will feel at the conclusigg 
?. . 


that I have similarly warranted their. confidence? 


ry 


I want to immediately go to the business of the hearing 
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reference in the sense of the: wording of the order of the 





House ,-41t°2s8 hy advice to the committee that.it. immediately under- 








to determine. So -asjeso-to-speak,.to, arrange touchstones L 

PS reperence points throughout the hearing .hopspurposes. of J 
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determining relevancy of evidence throughout the gate ioe 4 
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at its conclusion for purposes of effecting the Repmemes and Bo 

recommendations, which are the r 
subject of the report again which you have been ordered by 

+ : re 

the House to provide to it at the conclusion of your bo 


deliberations. 





I nave prepared written material in this respect 
because I consider the matter of what should be the factual ‘e 
E 


issues be of much importance to the committee. I have spent a 











considerable amount of time and thought on the matter and have 

received the input of the following. I have read the comments E |! 

of members in the House as reported by Hansard; I have spoken. : Fi 
be 


to a number of members of this committees I have read the letter 

of Mr. Gathercole, which was tabled in the House sand tL have [ 

embarked uvon a review of some hut certainly not all of the 
‘ 3 
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documentation of Hydro which has been produced to me at my 





request. As some of you know, my efforts in respect to the 
business of this committee commenced on Friday morning and IL Fi 
oe : | ae a ei) 
don*t mind telling you it is wregking havoc with my ramily life 
a 
alreadys I spent the weekend on the material, But I feel b 
of ; 
sufticlentiy informed trom ail these sources to have forgmulated r 

six basic questions. 

Now, may I say at the outset that I do not intend EF 
these questions to De netmedueed restrictive of the efforts F 
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of this committee. If hereafter you should determine that you 
1A 


want to expand on, add to, or, any way vary fam the guestions 


as settled today, that is your authority within the limits of 


course of it being relevant to the order of the House. 62 
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on the other hand, at the end of my review of these six questions 
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instructions, either to proceed 
with them as prepared by me, in the sense of proceeding to 


investigate and enquire into those questions, as well as to 


questions. 

Before I déssininate the written material, may I 
Diease ask that members make note of te-Peserve your questions 
to me until I have completed my own review of all siz questions. 
I intend, after reading the question, to explain wnat it is that 
I believe to be relevant to that particular issue and, hopefully, 
when I have completed my review of ail sig questions and what [I 
consider relevant, the number of questions will thereby be 
minimal. 


of someone to distribute 
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May I ask for th 
those, ovlease? 

You will note that the preparatory portion of this 
memorandum relates to the order of the House, and I have expanded 
on it with some particularity. 

By order dated May 1, 1973, this Select committee of 
the House was appointed to examine and review the matter of and 
the ciroumstances surrounding "the agreement made the iéth day 


Power Commission of 
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of October, 1972 between The Hydro Ele 
Ontario ("Ontario Hydro") and Canada Square Corporation Limited 
("Canada Square") hereinafter referred to as “the agreement" 


for the eonstruction of the new Head Office building of Ontario 


Now, the next is my own comment: 


This Select committee has been ordered by the House 
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Mp. R.E. Shibley, Q.C.) : 
friendly metas ianans relationship between the memper of the House} 
Gas Q 4 | 
and the contractor, the principle of the contractor,was material 


to the contract in the sense of affecting the thinking of any of” 


a 
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the people who are listed in this question. If not, then of 
the question would be answered in the negative. If SO, @ 
then I would expect you to consider it otherwise. 


a ¢ A 4 ; 
Now theg, question number 5% twas the agreement of a 


eH 


nature and of such importance that Ontario Hydro should have 
submitted it for consideration on a policy basis to the minister 
reporting for Hydro? Now, in this connection, I'm proceeding on 
this term of reference: fhe Premier has said in the House that 
4¢ wags not the subject of deliberation by cabinet. And it is na 
view and I understand it is,in any event, the practice in the | 


ae, eal 
House that when a member states tae proposition as a matter of @ 
Fi is 


Bi 
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as 


fact, it is accepted as kw true except in very dire circumstances 
of evidence to the contrary. And so I think it would be 
presumptous not to accept that statement that it was not cons ia 
by cabinet, but that this nomiteees in my view, should, as a 
matter of considering what recommendations, and pearing in mindll 
it is expected to make recommendations , that.it should consider | 


whether or not Hydro, in the circumstances of this particular 


= 


agreement, havéng regard for itis importance and the new nature | 


me 
of its terms, insofar as Hydro is coneerned it was a different 
type of agreement than previously embarked upon, whether it ough 
to have submitted it to the minister reporting for Hydro, is al 
matter for your consideration and recommendation. 

The sixth and final question is as follows, and it 


breaks out into three parts: 6lado Jhon was, theapassoncuhenalLbeg| 


Tape H & follows 





(Chrpmr.——lin_ Meaeseth fg aii aod 
3 a » egliligicecae 
> 5 OO ae 


CMe One, Shipley 00 C8 





rc 
> 


(6a) Who sa was the person who alleged that there 


was a warning delivered by someone to one of the unsuccessful 
pig pd ox aptobdy/ NACVER 72 


bidders that if he Tid ane yaoniene, he would net=gd# another 
Zovernment contract. 

(b) Was such warning, in fact, ever delivered? 

(ce) df such @ warning was delivered, by whom and to 
whom was it delivered? 

Now, again, you are aware of statements made in 
the H@use preferable to some such form. I should tell the 
members of this committee that as of this moment I have not 
been provided with any evidence in support of this allegation. 
Nevertheless, it is a serioas matter, in my opinion, to have 

etek 

been reigned in the House and certainly as in matters 
surrounding the contract in question, and it is is my view 
that if there is evidence available to Support the sussestions 
of any such warnings, that this committee should consider 
such evidence and reach a concluston in respect thereto. 

Now, those are the six questions that I feel 
encompass the whole spectrum of matters referable to this 

disclosed 

contract as @isgmseg by the material and the people to which 
iL have earlier adverted. I am not married to this wording, 
_i must tell you, however, that is was produced by me after 
much careful thought in an endeavour to be objective and 
#Zair to all those who are sage, by the questions. 

Now, I am open to any enquiry at this juncture, by 


the committee. I have many other topics to deal with in terms 


of how I suggested it proceed, but, at the moment.owhat.iid 


like your kmau endorsement of is the statement of the quession, 


as outlined in this memorandum for such variation therefrom 


as you may see fit to decide. I caution you again that without 
ve 





arttedmaee, 


ey 











eet ay 
H-8 - 2 
(Mr. R.E. Shibley) 
fe, 
in your pessession reSerable fo those issues, fh na: anes ¥ 
produce them to me. And what witnesses, what persons, in 


the employ of your organization,or otherwise assocaated 





with your ogganization, know anything about these six 


— 
IA 


questions 5 igive me a lists of their names. And to the 
extent thatpeople are named, it is my intention to ask 


for a statement of the evidence available from each such 


ctl elodes 


person, such that I can a @nsure not only a proper preliminar 


BEA enquiry nek that. is preliminary to the giving of that 
be? fair to. 

person's evidence, but also to sA¢¢A8e Che witness and 

Qnsuring completeness of the evidence which he gives, if, 


and when, he is called. 


en ee oe eae oa 


At the end of your deliberations, it will be 


a 
these same questions which will be the basis of the findings © 
and recommendations that are exnected of you from the House, ‘ 
and, again, as I say, I consider them extremely important : 
as.a beginning for your deliberation. f 

Mr. Chairman: Well, thank you very much, Mr. Shibley 





pe ET ge ho 
As you see before ge you, gentlemen, Ca six proposals that 


Mr. Shibley feels we should investigate, not that & we can't 
go beyond them, if evidence is produced that we should go 
beyond them, but the going beyond these bounds would be a 
definigte decision of the committee, in other words, sonew Ta 
along the line, if we were to take oub enquiries outside | 
tnewsix brackets, we would have to make a definite decision 
that we should add another or more fields of enquiry to 
[2Ke) intg?~ So let's have your comments on this, if there are 


A Bullbrook: a 
Mr. Bukiteagkx I want to make a comment, if I . 


- 


Mr. Bullbrook: Hj -Shibley , i an sorry. In 


Woo 
onnection g& the wording 


i?) 


SSE SS he Reape a 





ee 
ae 
a 
* 
x 
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and I'm without my glasses{ a select committee of this House be 


a9 ari + g J Q x « 7 saz po | te te yy LA Ge | ad - a a a4 
appointed to examine and review the matter of \Zethe circumstance 
/ 


= WM ae ba 
surrounding the agreement. Our main task then would be concentrically, 


Now, it seems to me that we are dealing with the 
agreement solely from the acceptability of the agreement as far 
as Hydro is concerned. I would like to gece your thoughts as to 
whether we had obligation to invesiteate/queseten of whether there 
was undue advantage gained under the terms of the agreement to someone 
other than Hydro. Your thrust, as I read it, is: "Was this economically 
and financially sound as far as Hydro was concerned? Was it beneficial 
to the people of Ontario?” Do we have a collateral obligation ¢ 


the benefitged 
investigate oeduestion as to whether the agreement “name 






Some ane 


outside of Hydro unduly? Some : 


Mr, Shibley: I think there are two questions here that 





should satisfy you in that respect, First Seas Suestion three, namely$ 
iene Phi a Hydro take ail steps necessary to obtain competitive 
proposals? Now, if someone other than Hydro derived the benefit 

on the receiving end, Hydro being on the paying end, then surely tKat 
43 relevant to the question of whether the proposal is competitive. 


The other question is question four because - 


Mr, Bullbrook: The words ~ "any consid aration"? 





Mr, Shibley: "Any consideration” are very Bae broad 





“= 


worda and, let me say this, no one has suggested anywhere that I 
d 
have read that somebody derivey a benefit extraneous to the 


contract .jm It seems that everyone's attack on the agreement has 
been on the basis that it was improvident and inguced by the 


particular relationship of this one contract. if would 
gigs 


rie! 


stated encompass both such areas of inquiry. 





rT 


fi : 4 é 4 E Bo Tony TT ao) > Atha Fong i her 
There was never any statement in the House, or otherwise, that 








—eo 


‘ 
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_further, 
somebody derived gomefoenefit such as sai 


Mp, Bulibrook: Yes, well, i realty didn't know whether 
a 


to use the word "pleading" or nots i'm searching. I just wanted 


9 have a meeting of minds with you and I aecept, frankiy, your 


rice Ce a : ae ee 


; ; eres ‘ 
connection with ma questionsmumoer three 
~ 





and four. 1 think it does. However, without any predispo sition 


{ think when we do get into the documents, gophisticated as they ' 
are, it will pe our obligation to analyse it, not only from the # 
position of Hydro, but from the position of all parties to the t 


document. . 

Mr. Shibley: Well, you are quite right. There is quite — 
a potential in this hearing ‘gma that as we go along we'll see other 
areas of investigation. At the moment, though, I think if you | 
recognize such an area of investigation then you shouid come forward 
at that See juncture of the hearing and say: "I want @ supp Lementary 
sueeeton put bqthe g3ix basic Cog ig nave this committee decide 
as a committee, that yes, 4b is now an addi Zonal and pertinent fact 
to be developed. But, at the moment, I know of no sucn additional 
question. I must teil you that I haven't yes zot through all the 
documentation, by any means. 

Mr, Chairman: This is to be Samper guid2line to us, Mr. 
Bullbrook, not that we ean't eventually g6 outside of Pichi that 
until we have good evidence to take us outside it we would limit q 
ourselves to this fiaid.so that we wouldn't be ail over the ByGoks 
as it were 

Re Mr, Bullbrook: Do you need a motion to that, Mr. Chairm: 


oe 
Mp. Chairman: [I don't think \yeudo, bus there may be & 


a 






few more questions yet. we Mr, Deans. 


Mr, Deans: I was wondering whetner we might be 





interested in knowing whether the method used by Hydro in this 


particular eireumstance is, in fact, something that has been the 





or 
practices ‘ay Hydro over the years. Whether this is a 
departure from clea LOD SRdurR.. sry eer iis 











departmre f the normal procedure 
used by Hydro or whether in fact gma this has been their practice 
; Hace Loud, ’ a {{ - +, ; yp: Se b 
over.the years and therefore =e simplg peen POUCH ING we PERE o> 
ie 1) i : 
Mr. Shipley: When you say this do you mean a lease- 
Se cos Deh Sa 
purchase agreement? 
mm" 
Mr. Deans: No. Wg Their method of determing who 
era Sho A 
should be the person chosen to develop this dtgeh momt . 
P . 
Mr. Shipley: id I think that is much too bamaed, 
y cS 
: +0; 
broad. I think that you are A Sata a Should Look at whether 
they went out and got competing proposals, preferable to this 
do not 
Suilding, but, tm engage upon an inquiry of what they otherwise 
4 2 
do etc., Wye are going to have more thanenough to do to deal with 
, # = ' 
these questions, and I urge you not to be distracted by that. 
iI think if you telescope your thinking on what was in fact done 
in this case z-and remember, there were three other proposals 
submitted by three development management companies of repute 
and CUD SLATICE am ¥ OL have @ enough to go on there to determine 


wnether they did all that was necessary to get the best deal so 


to speak. 








Mr. Chairman: Mr. Renwicks | 
Mr. Renwick: Mr. Chairman, I have two comments, | 


possibly three. I want to first of all associate myself with the 
thrust of what Mr. Bullbrook was saying. It seems to me that a 
counterpart of the first question isg Boes the agreement confer 


any undue benefits or advantages on Canada Squage Limited, or any- 


© 
a 
o 
o 


Ft) 
ise / And I want to make absolutely certain that whether it 


is done now or by subsidiary term of reference later on, that 
? does al 
the wording of question number one BS not restrict the 


consideration of whether or.not there is a conrergenge of any 


rt eee gd § 


eB second matter 


~y 


my + ¢ ~ ee a re ae ee ~ ap ae 7 st 
undue benefits or advantages on anvone elise. af 





(Mr. Renwick) 


ypefers to question number two, The substance of the question 


TI agree with, but L think it 1s very important that we not be 


unnecessarily circuitous about what we are saying in question tw 


Question two; the way it is mB phrased indicates to me a 


consideration of the agreement , and tnena packward glance at 
justified. Tf would ask Mr. 


guestion number two 


TELS 0 SOR ae i ES SO IS eee 


"Why did Hydro abandon its plansafor construction 


of a puilding owned and financed by Ontario Hydro, } 


and does the agreement provide benefits and 


advantages jasiebkuaiseee which justify that decision?” @ 


Mr. Chairman: Have you got it written there, 


mexausa. Would you repeat it Mr. Renwick? 


Mr. Renwick: Question two would be rephrased: 
peeltch 5 ctetalase ae AEIeE 


“Why did Hydro abandon its plans for construttion 
of a building 34 owned and financed by Ontario 


Hydro, and does the agreement provide benefits and 


advantages which justify that decision?" 


I make that suggestion Mr. Chairman, not by way of semantic 


change, but because T think it is 4 substantial question to be 


phrased in that way, and My subsidiary comment ,f and if couneal 


i3 intending to deal with it later we can then deal with it 
‘ag Pate 
later) “are we going to nave and is asx councal going to have, 
Za? Ms ; 


penefit of any expert assistance on the questions which are 


ria raised specifically by items one and two that is, with 


respect to the financial accounting and with the respect to th 


g of proceeding one way or another in the 


booth ae ee 
rpose of ba fey dh 


comparative advantage 
real estate market of Toronto for the pu 


* 


2 
constructédn? 


Mr, Chairman: May tT ask yau to leave your question 


ee ag Nae 


———— 


ons for us and 


4 
+2) 
(vy 
ca 
a 
f= 
1S) 


two because Mr. Shipley does have some SUSss 


we can perhaps enlarge. He has 


~~ 
ry 
et 
BY 
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~ynendations to make 


par 
{43 


Did you get ai “ol the wording in the guests 





eee ae Mey 352. 


3h. 
HiProe 


» shipley: Nera me nave some comments to make 





f “aised 
on it. Pwadgen with, the st item | by Mr. Renwick, Gistowsebindspd! 
Csaba ichaiasatides to Canada Square; w&dd, I would have thought 


: a 27 ! re 
took care of that cre there are two 





to this agreement; Canada Square and Hydro, 
and if the contract was improvident to Hydro, then there is. 
Siememerae advantagea to Canada Square and vice versa. TI don't 
really gaizeuuxdees see that that 

Mr. Bullbrook: I disagree with that Mr. Shipley 
entirely. lI am sorry to interrupt you, eS fae 

Mr. Shipley: Well, I am in your samc. 

Mr, Bullbrook:, Phere is no necessary reciprocity 
there. iq this agreement possibly could be advantageous to 
Hydro, and unduly advantageous to another party, gs 

Mr. Shipley: I was going to get to that. 
ty ‘ Bullbrook: I am sorry. 
Mr. Shipley: This is a different point. Mr. 
enwick intermingled benefits to Canada Square and benefits to 


others. Yourpoint was benefits to others. He added two parts 


is 


to the po#oosition and I Ra om dealing oniy with the first. 
Dealing tT 
eas agin with, benefits to others again, come back to the 


answer I gave: you Mr. Bullbrook, and I am in your. tam on that, 


eam I have yet to run into any material directed to such a 

TE yous @ iy fat eo 
question > ~kaeaise, committee > dG, de, eee ey 
am prepared 
to that effect theag certainly I mmagemxto work at it. ae 





to insert something 


with your second matter Mr. Renwick, the first statement ‘made 


was hy did Hydro abandon plans for construction of a building " 


De pone the d + 2 ‘t a 
and then go, de t6o5her agreements, 4@ provide-benefits and so 


on, aa I soltee have thought that questisn four dealt with the 
the 


¥ 
first-partrvor B twogparts that are of concern to you Recause 


Sically what you are really askins Sswhy sdid Hydro abandon ,f& 

ay fh Gre a : . 

plans’ ar asking Gid Hydro abandon its plans &= because they 
a 


believed RC aere that it was in the'best interests of Hydro 


03. 


Ontario, so I don't see thatit is necessary to 


phe 

















(Mr. Shipley) Dime 
a : . py wi 
provide, supplementary question@ to cover that point, Mand, of 
Pan 
course the second part 6#4#6 is already covered by the second 


question. 


I en ah erecta 


Mr. Chairman: I want all members of the committee 


ured that all the avenues they personally want to 


ct 
oO 
ty 
@ 
w 
n 
mM 


te wer A 





Mr. Bullbgrook: I want the Chairman to be assured 


£00 Wee 


; 


Mr, Chairman: You are going to assure that we exeue 


x 


Mr. Bullbrook: No, Ludidwl4s, I didn't intend to 
say that at ali! I want t% stugeeniiee other members to be 
assured thafthis mabe isn't an exercise in semantics on 
the part of the hon. member for Riverdale pas myself and 
really, since we have a meeting of the minds, that me Lt is 9 
our right, then, priviledge and I suppose direction to enlarel 
upon these things as the matters unfold. I am convantad 
personally to carry on in that fashion and be guided by these 


oreliminary statements ana our responsibility. 


Mr. Renwick: I am sa isfied now they Have raised 





mattver, tO Thuis to proceed in this way. rT want*to make S365 
sates in placing 
ADL AF f Lug E ‘ m 
compas y certain that we are not Maeecas ourselves in some 
; would é 
position where we, have to go througn some elaborate procedures 
in order to @ alter the substance of the questions which are 
before us. 
Mr. Chairman: Well I foresee that as only being an 
agreement with the committee to kakz add another clause, but 
tO 
4n the meantime, these would be the clauses, which Mr. Shipley 
would direct his questions. I don't believe, unless the 
committee thinks otherwise that we need a motion to adopt them 
Mr. Henderson: Mr, Chairman, what would be the ~~ 
procedure if we wanted to go down another SXBa avenue, if we 
wanted to open up another... 
TOC WUE Aa 


Q 
\ \ 
2 > yy be ASE ,2 a) lh ga ai 4 , om - + 
avenue, L would taxe it. I think tusk any members of the 
; Z — 


PX, 
committee recognizes some topic or some issue that he thigks 





Should be raised as a4 
issues that we 


the courgse of 


elaborate, I used the 


‘ it 
a é io~ 


preliminary perusal 


it contains the words 


eS@ questions, and which is relevant to 


ed to by order of the House, then it 


matter Supplemanting the six basic mas 
ae PS ty Pai a3) Eo 





ct 


Go record for 


f 





of the lease Comets, you will fina that 


"subject to the approval of the mortgagee" 


£ think we are Going to have to analyge the effect or thate 


words. WiA8_0ne_am nos pradispased-at skis time to want to 





rr) 
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tape H 11 follows 


°o SiBaaEseRy 
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hy 


es . ae 
Lit, Difgi vn CN Cling f dati! 








it, as one member, not predisposed 

this time, will want to evaluate quite significantiy who the 

mortgagee is, Sad what the terms of the financing are, and what 

rights, the mortgagee has in connection with the wording, subject to 

the HRERSXSRSAS approval of the mor rtzagee» $0 that you understand | 

s=35% that's the type of thing that we might be getting into. Thank you, 
Mr, Chairman: Do you 3¢ee8 any proolem in the questions 


you have outiined there getting into that matter? 


may 
Mr, Shibley: No, I do not, Mr. Chairman, Sang dgain/I 


a ET 


- 


advise the members I have asked you for your observations and as I 
review the material I will have them in mind. 

Mr. Chairman: Well, I think we're agreed that the list 
before us is the list that will be our guide until we decide we need 
further marks of guidance. 

Mx, Shibley: Thank you, Mr. Chairman. 


\iy 
Mr. Chaaman: Yes, if you would proceed on your next 


intimation of the 
Mr, Shibley: I have given you some SAAALATISAS : 






of effort that is involved in the prepar aration and presentation of 

“he case before this committee. I am of the view from that much of 
Nd 

the material that I have alreaky examined, that it is necessary for 


m2 to have the assistance of someone expert in the analysis of the 
con BR ack 







— 


financial data referable to the making of this t don't know 


ee 
yet that I am going to need someone in the real estate field aa 

such, phe transaction Being a lease.purchase transaetion, is basically 
of a financial nature. I have in mind to recommend to the members 

of this committee that you authorize the retainer y/ishe nationally 
known firm of Price Waterhouse and Company and, in particular, Mr. 

Ron Kansan Anson.Cartwright who 13 a partner of that firm, experiencé 
in areas of financing, lease. Zeggge and tax. He is someone known 

to me and certainly has my endogsement for the work.at hand. f have, 
in a preliminary way, spoken to him as to whether he feels. he could 
u1f4l the funetion that I have in mind, I'm given to understand 


Dun 8 T Se < 2% ene Nt 
Price Waterhouse have already in existence 4 BrokPran 








£S fe “> ~ P m 
Pyk 
(Mr, Shibley) F 
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$0 assist them in an analysis of lease 


ormation, finanelal and sctherwise, referable thereto. This was 
3 ; \F i Si ago nn ef 
aplus, I might say, to my ¢nquiry of Mr. \Cartwrig nt as to whether 


or mot he would be willing to act.mwaeamse He has told me he would 


be willing to act as a consultant t have toid him, in turn, that 
2" thy bc Pita 


wa he might be required to be should he undertake the 





task. His only reservation was that he not be asked &@ question 
which would, in effect, usurp the funetion of this committee, namely, 
wnas vas his view as to whether the contract in question was a good 
one or a bad one. I= have assured him shat it would be my advice 

to this committee that no such question TE put to him but that, 
of course, he might well be asked to comment on she correctness of 
the financial data upon which Hydro proceeded. We had no aifficulty. 
in that respect. So ‘Sait again it's my recommendation to this 
committee that you afford me the assistance of Mr. Ron oe 
Cartwright, the partner of the firm of Price Waterhouse, for that 


DuPrposs, 


Mr, Chairman: <Any questions .of Mr, Shibley in regard 
et ce RRR Ree HN 
Abst 


So this eee HUNENGA FON I think this ljgem an appointment with 
Paes fees 
some eeery: nvolved,I Na# have no idea what Banaked” would ba 





involved and I don't know whether you would have or not, Mr. Shibley? 


ui 
Mr. Shibley: No,2¢axasanmkxz I do not. 


My. JN. Allan: Mr, Chairman, I don’t know Mr. Cartwright | 





but i'm willing to take Mr. Shibley's recommendationg of his services 


and I would like to move that he be appointed. 


Mr. Chairman: As a former Treasurer of this szatnz 





PROYERCe, ado you think we can afford to make this appointment without 


knowing what we're Bebkene a tass in the way of fees? 


ae: Laon Bit bos php? \A ape d. / Ae, 
rv, Deans: now Le “ean As Otcnerwise. 








My, Renwick: I certainly second that. 





fo 
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Mr, Chairman: Any further dis: 
ee a 


sion or any further 


Mr, Bullbrook: Yes, could you advise me whether Anson __ 





es 4 Shei Be —— ay a AAUIIA hae: 
Cartwright isa kyume hyphenated name so that we could Rd dnratan Kirmas' 


transactions and a computation 
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Hore , May 15773 


Mr. Shibley: Yes, it is. 
aaa On ae 


Mr. Bulibrook: It is. 





Me, Henderson: Mr. Chairman, I'm looking over the 













| : Bante Adina oa. 
minutes and there is some Stam minutes. I see 


Jim Allan is not a member of our 


¢ 


P 
3 


Mr, Chairman: Well, I have a list here that says @ he is 





Mr. Henderson: This is the minutes that we nave ehuerns 
fog Mites tS os SAS ‘4 
i. 


with and it’s Mr, Albert Belanger 





Mr. Chairman: I see, 











Mr. J.N. Allan: I think I can explain how that might 
have happened. Mr. Belanger. / acne Wa ooco+e 0s» Edaraddl 
the committee on company law and I whoever wrote the : 
minutes thought that he had replaced me on thgscommittee. | 

Mr. Moore: Isn't it in Hansard? : 

Mr. Henderson: In Hansard, no. sf 

Mr. Chairman: Yes, that's right. It's the list in 
Hansard which is not exactly a minute and that part of it is not a 
recorded part 'so {I think we can have that changed without any 
difficulty, Mr. Henderson, I think I can stiil acknowledge the 
motion that MRa @taa Allan has made. 

All those in favour. 

Opposed. f nig» 

Motion agreed to. 

Mr, Shibdley: the number 

aan aarx ” pare 79 
of possible maxx snazxsukaxtafimvotved wno require to be interviewed, 


“8% I should tell you that my method of briefing myself is as 
follows, As I start screening the material, documentary or otherwise, 
tT make a note of the name of any person disclosed by the doeumentet an 
ag having had some part, or something to do with the agreement wn 
ae to this point of time, I have a list of some 24 
possible witnesses. I'm not suggesting for a. moment that I'm going 
to eall 24 witnesses, I must tell you, however, that I think at 
ieast 10 ef them are probable, Certainiy,more than Mr, GaN Gathercol 


or Mr. fan ly are eoing toa be ealied hy me from Hydro. Now’, these 
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ave ail people of a status and such sophistication that I ds not 


feel that anyone less than a person trained as a jawyer can effectively 


interview them 325% I would ask you to permit me the assistance 


done oy him, He has assisted me on many cases in she past and you 

will just simply have to leave it to my discretion as to the extent 
\assured 

Chat I employ hin, = OR EAREG chat to the extent that his time kis 

used up you are avoiding the cost of mine. 

Mr, Chairman: It is my opinion that we don't need any 

{Re ac ar AE Aes 
special motion on that. We engaged Mr, Shibley ‘es his services 
and in the sense that this is one of his starr I thinkw it stands 
to reason that he has that authority. 

Mr. Shibley: Thank you. Now then, I would like to 
talk to you a little bit about the matter of witnesses, I want to 
report to the committee that I have had excellent co-operation 
from each of counsel for Hydro and for Canada Square, I have 


requestdd of them that they should produce to me all documents 


in the possession of their clients which Sex their clients consider 


a“ 


after review with care to be relevant to the issues to be decided 
# 

upon at this hearing. I have only given them some hint of some 

of the issues and Hydro has provided me with some documents, but 


certainly not all of them Bex at this time. 





(Tape H-12 follows) 
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CORRECTION 


LEGISLATURE OF ONTARIO 
SELECT COMMITTEE 

HYDRO HEADQUARTERS 
_uesday, May 15, 1972- 


Due to difficulties encountered in the recording and 
transcribing of the discussion at the above meeting, 
the attached portion was inadvertently omitted from 


the transcript. 
The first sheet (H~12-3) should be inserted to replace 


the existing page H-12-3, and the second sheet ties in 


at the fourth line from the top of page H-13-1. 


We regret any jneonvenience this might have caused. 


May 16, 1973. 


Peter Brannan, Chief of Hansard Reporting Service. 
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(Mr. Shibley) 








ie, yond I awe Know they are working very 


assiduously to complete the brief of documents and I expect 


them within the next day or so and similarly with Canada Square. 
be 


T have also asked each of them to have their people and I have 


of the people within their organization 


have already identified that they should compile a 
so that I can have some indication of 
the information available from that sources fot that I intend 
2 
to0 restrict myself to what they say they know about matters but 
at least 5 lt perianine and this is big being done also. 
There are areas of evidence and some of these areas are such 
ete rable) . 

that the evidence SS ramet 4 o them is not going to emanate 
from these sources, or may not. 

TI would suggest to the members amy this committee that 
there be sane s0 to Bpeak mee an open invitation to anyone at 


Large who has knowledge of or information referaple to these 


6 
Counkempot © SE mowteagez 
issues as in Boris | That they should make that knowiedzé 


A sheteax © 
available to the committee either through me or its Bhatrax 


ulin it should be made available in writing and over a 
a nea ty Se if you see that kind of input then you will act 
omcht. Otherwise, it is not my intention to follow up what 
is mere speculation or rumour. That's not to say IL am not 
going to interview a lot of people on my own motion or have them 
intery Towed. $x% It will be done. +1 am asking to put me and 
the committee in a position that no one should be heard to 

are 
compiain when your deliperationa/over that there was no 
opportunity to have an enquiry made by myself or anyone else 
ike have 
amd ca ec ca handy that they considered to be relevant. 


If there are such people at large, then they should be prepared 


to submit the information in writing and over a signature but 
? 


Cy ~~ . 
a com See hal 
Mt Pat Sa ee | fo 9 a an 
Mr, Chairman: seve gover a signature. am wondering 
erat nine : ee h 
a mf 2 a go a q +. ae 4 : ; 
if there may be anPormation relevant to S@ say, staff or Hydro 
teh gens aoe? i 3 ' , 
low?” seVhed Tins he-didn't want to put his signature to it. x 


remarried TH . , 
— Z 7% f 
és ‘ | — 
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(Mr. Deans) 


that they don't actually have access to themselves, but that 





they may have knowledge of. They may feel re lots of people } 
do feel that they may Stok ol from the consequences if they i 
come forward. Can we leave that sort of thing for the time being. 
and deal with it if it should. arise, because I would hate to 
nave a hard and fast policy that precluded us from investigating 
something because someone anid that,.today. ta—ad&s not possible 
to wait for a week until we see how things develop before we come 
to that /kind,of conclusion? . 

The other point I want to ee would be that I would 
assume Mr. Shibley would inform us - the committee -— from time 
to time if people did not appear, or maybe make representation 
to him, since.they are actually making ~ representation to him 
rathe®m than. . ihe 

Me. Shibley: My intention is to adduce every bit of 
relevant evidence that comes to my attention in that witness 
box. On the other hand I am not going to exercise this committee 
with information that isn't probative. 

Mr. Deans: Some of my -very best information has been 
anonymous and after a while I have got to know the people and 
I can well understand why it was anonymous. That's why I think 
it would help us not to limit ourselves in any way until we 
come to a situation. 

Mr. Bullbrook: No; I would have to record that I 
would have to disagree with you. 

Mr. Deans: Well I would expect you to. 

Mr. Bullbrook: It is somewhat self-defeating. I 
don't know how you could expect me to agree with it, other than 


ehe fact that DT nad mentioned it previously. 


The problem in anonymity is that 4tihs) too.,broad in| 
1ts scopes ml gustesee vie possibility of too many communications 
to the counsel, without substance. My thought was this, that @ 
don't see why a person couldn't write to counsel and be 


interviewed by 2 counsellor and still retain their anonymity, 














(Mr. Chairman) 
Know the virtue and value of a signature, Many members hese 


Souq having a problem with it. 

















Mr. Bullbrook: Yes, [I Strongly support the position 
‘ Ona Shee crag! 
3 a Ae To, Tk de Ha f F c 
taken by eex Mr. Shibley. it ¢Can be/< Yalue to US, Giese PRE 
——— supportable , = 
tax that ds if i= 13 SiBeeeaeed, Dy a DEPSON, Lage phere are 
FX ~ 
leone One 4 5 fs 
two considerations, Sae,;the obvious wild eat 2oose-chases 
Uri ay olin Be 1S Ce Gh ie be Fore ) 2 and, Sy of NP eh o aay PRE 
and : BO; OUP coung@l, of) nec essity, to report any factual 
ae a A , 


information by evidens® available to us. I support the 


submissior 
3 > Si 2 2 R now on 
Mr. Chairman: Maybe we cag get ess “~nis matter 


of somebody saying that if we called (i. Jones, he would have 
very yaluable information. Mr. Renwick. 

Mr, Renwick: I think that anyone should be free 
to contact the couns2l or the committee without a necessarily 
either going through the paper or putting down on paper what 


evidence there may be. I think that it is a wise precaution 





that he should communicate 


oN 
with coung3l BY Seer signed by him, I don't think we 
. 4 
ha ra \e aye nb, an 


should have him je Sen & 


written form prior to discussing it with pobhiag what that 





matter will de Just so long as there is some way in which the 


es “3+ ‘ ¢ oe 
person can contact Mr. Shibley, aad it is up to the couneal then 
Wse2 Be wil ae of That Pet sy, aftey- a 
to decide what hecan re —2 2 inte y vre win 4 him, 
Mr. Shibley: Of course if the pegson 24 is prepared 
ae ay 


to present himself - my concern was rather a matter af 
identification of an individual then have the signature as such. 


Mr, Renwick: I agree with your point about identificatih 


+ 





but apart from that I don't think that he should be required 


to, ~ o2 © Samba ay 
Me, Chairman: Mr, Bhtnkey, you mentioned either the 
pene eect NT ¢ 
a z eae 
chairman oryayseif, What about any other member, of the 


committees? is there any reason for limiting it to me? 


Mr, Shibley: Weliol chad hoped ueu_._.... - “ 





Mr, Deans; There is a problem. You may want to 


nee eng 





=) eee. ‘ ome ae te ae MONO el ee 
inform the committee that they should be Looking at something, 
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Mr, Deans) 7 om 
actually ie «=othemselves, hh They 
shat they don't/nave access to/smaaammed Dub Seapeee R RIEK 





nave knowledge of, 2%» They may feel and 
{ 
_p lot? of people do feel that they may suffer from the 


come torwerda 3 
; 2s A Z 
eonsequences if they. .conness al > Gan we leave that 


sort of thing for the time being and deal with os © eis thn 


Gy 
should arise, bagasse Sed 


eee oe 


ee 























/\ yt ? 
‘nie witness Veta Aor 





seeWish to identify himself and you found that it haa 


a7 


rou con's feel that you have any obligation —_ 


Me. Sitawx Shibley: No. 

SIS scemnc ikea Seam 
Ram 22nt , be he " 
Mr Boil pronk:- fo say by the way somebody told me 
sonnncmnnunns ERASERS: es 3 








Fees SEAS Se wey nave ists 
—— 
(AY. DUS 


fy 


a = a Poe RS 6 
come tc/rhe sonclusion op not. I rather think we haven't 


or those. 


esi 2 don't know whether we have 


other than perhaps it has to be left a little bit to counsel's 
discretion, I think what he has Suggested is that if any 
information comes to him first hand that he thinks is relevant, 
that he would feel obliged to bring it. Before us and that 


ne cannot keep that person's identity away from us as well. 


w 


isn't that what you are Saying? That yoursn.if somebody gives 
you information, that they have .amee then you will feel eoblizced 


/ 
to put them in the witness box? 


Me, Shidley: Well there is a distinetion 2x between 





2 Pa, 


anformation and knowledge of facts. If someone haa information 
ee, cm 
chat leads me to a fact which is proveable by a document or 


; ms pet he inee eng ey he Se rs ands 
Sy somé other witness then I don’t have to diselo: 


Mp, Chairman: Right. 








Mr. Shibley: But I want to make it clear that if the 
person presents himself as somesne having knowledge of a 
fact, as opposed to haxing information of a fact, then that 


person is going to wind up in that witness box 


seo 


Mr. Deans: I'm afraid that by saying that you 








ay -— you may noteabut you may ‘bea scaring people whoa mai 
Athy J ad oe bs 


Want tO make information available to you. 

~~ . 4 ~*e a Sun wy t 

i can understand what you are saying. I'm not taking 
away from that. 





Bice 


SERA 


Fae 


RETA 
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(Me. Deans) 


think that knowing the operations of the roy & igs m8 


ke 
Cuudy 
| 
19) 
ef 
St 





service that it is very ~ any civil service - it 15 very 


aifficult for some people to re cognize the protections that 


Jo oA 
: AAD A / a ; : ware & 
are favailable to them, whatever they are anit Shas some 4 
people may well feel that by coming forward and offering to you p 
some 

wee information which may pe useful in the hearing, they will 


automatically end up in the witness box, then there will te 


fewer people and therefore not as much information. 





— nn 


Mr. Walker: That is not quite what he is saying. ‘ 
Mr, Deans: Well it isn't quite what he & is saying 


if th 
but certainly & the inference which will be drawn by the 
*~\ 





majority of people who are not schooled 
either at Osgoode Hall or the University of Tpronto or any 


other law school. I'm talking about the average guy on the 
Deak obec Ons 
street. I'm not talking about the se eee 


Mr. Chairman: Well have we perhaps not - that's 


——— nl 


why I was raising the question about other members of the 


eommittee. 


F n 
a { Uv 
Ain le. wt Save 


Mr. Deans: «ee» Jnaudible...o-. 





Mr. Chairman: i think that there are enougn 
eyes and ears on the committee if somebody feels that way 
they can go to the committee member anc t don't think it's going 
to cause chaos Mr. Shibley. I don't think there will be that 
nuch of it, but tf I think the publie knows that t2. Tere 
4s anything of that nature that sama they are hesitant to 
speak to you # or the chairman that maybe they can go Lo the 
party of. their choice and get the message across some way. 

If we find its adding to too much confusion or 
chaos as you suggested then we may have to amend our ways. 


Me, tel, Hodgson: Well in no way has Mr. Shibl es ot 
pmnenincniannnenee Ser } me ee Ws : 


knkzkata intimated that anyone that has inf ormat ion. abode any 
ey 


member of the committee and the committee member can bring A 
a Ae d c 








H-i9"3 Mae 15, iat 
4+ o0-——1,1 5p me . 


MR 


{ 





Mr, Chairman: That's right. Then the committee member can a 


Mr. Af. Hodgson: I mean I'm in support of 








Me. Shibley’s suggestion at this time. We can't eonduet 
SES 


Shis trial on hearsay. We have to conduct it on facts, 


Mr. Bullbrook: You hayes to make sure that it’s 


EE RATE 








ae 7 ; 
not a trial, too: 


Mr. bf. Hodgson: That's rignt. 
Mr mal The 2.9 





a : I know what you mean, 


a 224 Kha Ma? 
Mr. Henderson: I think Mr. Shibley ved bake! ‘clea, 








Me. Chairman. I support him. 
Mr, Chairman: Well shen press on, Mr. Shibley. 
ster ie ies Sea 


You are doing remarkably well so far. 


Mr. Shibley: Thank you, Mr. Chairman. I have just 





a few more things to say and ask for your approval of. 

Yaax That has to do with the order of calling witnesses and 
the timing. I can teil you that I would myself benefit if 
this committee rather than reconvening on Thursday, cmeminbebe. 
I understand you can’t sit tomorrow in any event and. we would 
only have the benefit on Thursday of three hours of testimony 
‘Sdage I would suggest that we recessed today. I have other 
chings to say before you do recess-but that we recess for one 
week today and reconvene on the 22nd. It would give me the 
opportunity to do much more and I feel I need to do much 


more in the way of reviewing the evidence and preparing a 


The interruption would only lose for us three hours 
nead start whereas we would have a full week of additional 
time for preparation. The other thing I want to say about the 
evidence is that I don't want to be heid to calling Mr. Gatherecole 
as the first witness for Hydro. I would rather be left free to 


decide upon my own order of calling witnesses. I have already 


By 
¥ 
fer 
}-* 
o 
gy 
et 
ran) 
a 
ct 


o you that more than two witnesses must be called 
f 


in my vlew from Hydro and I'm not sure that the shairman should 


(Mr. Shibley) 

necessarily be the first such witness. So I ask you not 

to limit me by anything that has been said in the past. 
Live only read of it in the press that you expected to near 


Me. Gathercole and then Mr. Candy. I'm just putting you on 


T would tell you that I intend to deal in depth 
with Hydro'’s evidence initially and likely g9 to the evidence 
of Canada Square immediately thereafter. I have in mind 
also a consideration of the evidence of the three companies 
other than Canada Square which competed for the contract. 

And 2xanx finally, there 4g sort of the other 
possible witnesses aaa because t would rather deal with it 
within the confines of this committee and because I know that 
the question will be put whether here or outside of this 
committee room by others, I would like to again lay down some 


ev 2\QxyT\nD 
ground rules neferebt2 to the testimony of members of the 
7? nel Oni et i 
House, orjsiike you tO Gayxtne ground rules. 
4 => 
Now in that connection Mr. Chairman"fas been put to 


an explanatory statement as to an earlier press release and 


would like the committee's thoughts on this particular topic. 


ao 


I start by saying that I would prefer not to have to call 


any member of the House as a witness before this committee of 


> 


I think it is to be oreferred for example that it 





not be necessary to call either the hon. Mr. Davis, Premier of 
the Province nor to have to call Mr. Robert Nixon, the Leader 
of the Opposition. 


On the other hand, if the evidence in guestion is 


te the evidence is highly material and if the 


eyiden 


i?) 


e is uniquely within the exclusive knowledge of a 


memoer of the House, even though that member be the Premier 


of the province or the Leader of the Opposition or anyone els 


IZA bollaws 


aia 





HEN EY fle fl 


Lares 


! 
pee 
Rerchas. 


Myrosirotey) 


then. ofcourse, I would not hesitate to recommend to this 


committee that a member of the House be called as a witness, 


a 





i ‘empnasize apainm..that. it. is.my. present thinking, and. I am 


1ooking. for, direction from you._at this early. stage that this be 
ee 
should, only take place if the evidence in ouestison is not ee 








td 


Mr. Bullbrook: I recognize your reticence; the only 





Chine sehet..tLleel-- the reservation that I feel, Mr. Shibley, 
is kkszx the impact. upon the public of that statement. We know | 
the motivation that you have and we share it, but I certainly 


don't think we would want the public to feel that, for example, 


they might be subject to calling before us on evidence that 


you deem material, whereas a member of the Legislature will 


only be called before us on evidence that you meet deem 


sero 


highly material, I recognize I am just using one of your 
yf = vu ; 
phrases; I think we gwant the public to feel that anyone who i 
has any knowledge of this would be treated in thes same 
ea ee t+ ‘ vet re 4 i - ~OR ~ \V ad. ACL t VV - f 
fashion, and I don't mean that to ipa. (te pet, Biche Aeon aR ea | 
tethanketheal is essential, 
I.would hope, as you express, that there would be 
no necessity to. call any member of the House, but I don't want 
. CY 2 
fo see an almost (plane of.distinction between ggzq them; I 
/ is 


wouldn't want the public to feel that there was. | 


Mr. Shibley: Well, if I may answer you in these terms: 
¥ a 





er 


I did not intend a distinction, but I think its te be preferred , 


and I am grateful to you for your very frank statement on this p 
; Oe Cay sa G/ i 
question because it's a worrisome thing for-me  memansuer fa. to 
/ X 
the committee, but my approach to it is th&s: noone is immune 
in terms of being required or asked to come before this committee 


o come before ths 


os - By 28 sa a ey er 1 m web oe Pa i 
t least that any member who is asked 
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i rete naar anne aaa 


said, if it happens that I come ppoon a. fact which cannot 
otherwise be put in evidence, then Pine, I'll put my head 


eo, But I'd like you to sanction my basic 


we 
Q ares) wee : : 
premise ox approach in this area, wees” that I wouid not 
4 \ 
\ 


call a member unless I ran into that particular situation. 


paceiadcecaeriae 


Nr. Deans: Well, may I ask —- I can understand what 


you are saying. I think, though, that we have to be care- 





-ful we don't go off on a fishing expedition, looking for 


people who might be able to provide information in mrdda 


Swanage Tartans MA REY la Se halle 


mefae order not to have to call members of the House. Now fa 


ESE 


IT think that £2 all persens who have information whach has 


Me 


a bearing on the outcome of the hearing will bé treated 


re Te 


identically, as Mr. Bullbrook has said, and that if we believe 

that the information that anyone has is first-hand informatdon 

and information that we require a then that ete individual | 

should be called , and that we not attempt to seek out other 

people rather than call them. In other words we not say well 

T think we have got all the information and wEexhagezxx 

therefore there is no need to callwhoever it may be. And that 
we Foy 

is my only concern 3; that we don't eer ere for others 

that can verify or wx refute information or evidence that we 


currently have simply to avoid calling anyone else who would 


maybe feel embarrassment or seem a little improper. 


Mr. Shibdley: Well 1 don't want to imply that it would 





embarrass any member of the House as such. I am proceeding on y 


the basis that when I have briefed this case that with respect @ 


" 


evidence before 


4) 

Je 
a 

O 

| 

Q 
09 

ay 


to the issues that are relevant ther 


4a 
you. to. come to am antelligent decisionvand if?iosee van arta the a 


3) 


is devoid of sufficient evidence and it requires the attendance 


of a member then I will say @. But at the moment I would like U@ 
” a 





pea f rk 
Ad 13 pai 3 i: oO 


and get your endorsement of that approach. 


Mr. Deans: WR1l if I may ask a question,I am assuming 


= wire 





that if your go from Hydro to Canada Square 5 to the three 
competing companiesjat pigexktixcexy, point (d) which would be the 
fourth, other witnesses ,it would be at that point that we would 
decide whether or not we had sufficient information and whether 

or not it required the calling of witnesses ct®’additional apenas 
including anyone who may have a relationship with the Legislature. 


Mrs -Cneirmar Mra ALien? 





Mr. Allan: Well, Mr. Chairman, I think there is general 





the words you have used. I'm 


wondering if we could not have, 
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recognized, having in mind that a this doesn't 


Frown 
bind the committee @aa not ¢chan: 


Mr. Chairman: I think that's a good suggestion. its is 
to the points that we adopted at Phecs baditee) Duss Gan 
be a premise and if the committee at some later date decides that | 


wants to change its mindzand that's in the recommendation 


Shibiley hasout forward, it is included in that? then 


we can do so. 






Mr, Shibley: ‘Then, are we agreed? 
alsin series be 


il 
a) 


Mp. Chairman: Well, I think we have reasonable agreement | 
———— nett i} 


4 
1 


on it. I am not going to ask | 
a f} ss 
Mr. Deans: We have arreenent thar Hlis indulsiyaro , Canada ®Squ 


Aa 





f - Comper 12 Ss ‘ 
Chol Tree Competing A and then at that point we evaiuate whatever 


y 


2 ‘ 2 
es should be heard Quid we dolermme uhe Thay are . 


Mr, Shibley: I have some others un waenel Aas well. 


) 


. 


Wr, Deans: ae 


bs 


cag 


witnes 





ne 
+t 


. Bullbrook:. Are you goiug to continue on with those 
A thy ha 8 rte 
Mr, Shibley: Do you want to know whaa I have in mind? 


Mr. Bullbrook: I'd like to, yes. 


bik 





Mr, Chairman: Have you any reason for not - I know your 


ae m a, 
Lowe, ULh, a 
mina may not be made up completely on io but ifthane any reason @ 





why some of this information should not be disclosed? 


Mp, Shibley: i am concerned only that there should be 
== veeause of 





% / 2? 


some misinternretation as for dre. Fu ese 


certain exchanges in the House. I'11 mention thefone additional | 


witness I have in mind , 4s the Breasurer, Mr. Farmer. I"ve Yun 
entgae a menebanaom OP nie in the material, and | think he=mey 


be a necessary witness. Maybe. There are others, but I would 


a } frmnnnh J e ‘Ks x et 
prefer at the moment my own investigations, not reallv sufficientH 


A. A 


nt. 


oh 
ri | 


ita 
uh tres 
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complete, that I would prefer at this time not to mention DPE. 
| 
Mr, Chairman: Well YOu B® mentioned a considerable number | 
: + } P - ee ij 
fa that you might call, did you not. mentitim, [vas that to me 
c FY my? i" y ‘ L. ‘ > < | 
privately Or t& publicly 2 iF was numbers iol Nemes . 
tr ARC i 
Mrs Shit ley lo, I mentioned it here that the larcest 
number of them are in Hydro and they are only possibile witnesses, 


IT expect to call from Game Hydro certainly not less than five 


witnesses and my list of possibilities with Hydro runs to 24, 


Reese 


Mr, Chairman: Is this something that you would hesitate 

to give to Mr, Bullbrook privately as a matter of sitcice? f 
Mr, Bullbrook: Tet? nde a question of Mr, Bullbrook, 

it's a question of thea committee, [ 
Mr, Chairman: Yes, well, lyguwed wondered what the reason 

for it was. If it's tactics then I think maybe we had better [ 


leave it, 


Mr, Shibley: At the moment I am just concerned, quite 
aa a Ree ata ny Re 


frankly, that each of these peonle not be sourht out, if you like, 7 


by the vress in particular. I intend that these people be interviewed 





& a 
ere dD. Or ° 1, 
by me or Mr, Bell aac my staff asd I just may conclude that some 
of them are wholly immaterial to this hearing. Obviously I have 2 
mot that number of names ana Tf will be adding to it, 
Mr. Bullbrookb& Mr, Shiblemy may I say this to you, you [ 
ene enenennnesnevanene era } 
Said, "Would you like to hear thert' swe said yes. and you said, 
Ulin a “4 a] Pa ot os a) 0 i 2 f 
4 would prefer tS tell you", ee Be 
fa 
: s : 2s i 
Mr, Shibley: Well then I woulda prefer not Co, ‘ 
A tw ee i I ET) ? 
Mr, Bullbrook: That's fine then, [ do want to ask you 
this if I may, and aghin without Beast spest predisposition. At 


resent, MgaxX have your thourhts taken you yet to the questi: 
18) ‘ > 


fee 
Oo 
os 


#, 

acd £ 

: , 2 /) Rs my iF ft i ¢ oa ry ae 

of after Canada Square is interrogated js PA it > fen2 pcg ee 
wt 4, of 

itlup u¢ be Goueviojedt < 

; Shibley: I ean descr 
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I nave on my list a ma number of peonie who are on the financial 
end of Hydro's oneration., I have yet to identify who is—1 am 
sorry, I have got the name of the person who gave financial 
advice to Canada Square. pL intend to have the penefisto of Mr. 
Anson Cartwright with respect to financial matters. 
i GAVY is lead cvte, C(ChL 
Mr, Bullbrook: I am sorry ,;4t wasn't the question of 
bs fies) la Sint ht neta 5 see 
oss 

the intricacies of the financing, but the persons involved in 


the financing. 


Mz 5 Shibley: Oh, I am sorry. 


——aananene 





Mr, Bullbrook: You haven't gotten to that. ui consider 
bills: seeeseenene SS 


i it v4 
those words suoject to the approval of the mortgrariaey most proldphi¢ 


‘ to tlt 
Sr aaa here and I want %ouknow one member of the committee «my 
wilh Ww 





Mr. Shibley: It's rege Vaeeus I won't overlook it but 


Do sis = 
I am not eee yet there. seniea 


Tape H-015 continues 





: 








Treas 5 
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Mr. Chairman: Mr. Deans. 


Mr. Deans: How do you intend to pursue 
x 
point number sig? 





Mr. Shibley: Well with respect to number 


RN A 


six this question arises by reason of a question put 


in the House by the Leader of the Opposition, Mr. Nixon, 


4 


or Statements made by him, and subsequently repeated,bi 
I believe I'm correct, Mr. MacDonald. At the moment 
Quy tuna, 
I haven't to go’on in this area. I intend to inquire 
A 


of the three companies wno are compyating what they know 


Othe NAS Oe Ty UE and’ zo from thefe. I would hope 


that any information available through fir, Nixon or whomever 

would be provided to me so that I can follow through. 

Once I have exhausted my own areas of investigation mat 

the moment they are really quite limited tc 

competing contracts and the paxzsaaakx personnel within 

* tt eel Mat LY 

those firmss~iaat's my feeling at the mom hee Wels 

be the end of my research unless somebody comes forward 

and says "this was the source or basis of that statem 
Mr. Renwick: Mr. Chairman have we fot ourselves 

> 
into some kind ofa secret, a§ process here inadvertently? 


WS 


nis 2s" an" inquiry ana Its not a trial. T for one Rax would 











(fir. Renwick) 
certainly like to know in advance of the particular sessions 
of the committee who is going to be called before the commit 


~ 


i Ghinks2s (sma hi everyones interest that there be maximum 

Commitee — 

openness with respect to the Lage wno is going to be called 
: 7 

~ do not think tnaat persons wno may be witnesses are going toy 


pe ¥ embarrassed or disuaded from sneaking tne truth here. 


Titniust aslittlerose concerned about this question of not 


UD 
knowing tne witnesses are going to be next week. 
, 
yMQaa Tre counsel's reservation is just simply that 
he hasn't made up his mind | epeetpa because he hasn't had 


tine to ve prepared to do the necessary preparations, then ; 


that's fine and I can understand hcy~_ not just giving us 





names for the sake of giving names. But on the other 4 
psoulA . — 
hand tthink that in the layout of the work of Sue committee, 


certainly by next MONG na certainty. if possible, in advance 
of the meeting, we should know by and large who he is goings 
to call from the various organizations which are involved ‘ 
in this hearing. I think that's very, very important. 

We are not sort of excluding witnesses. Anyone who intends 
to be called Seats be entitled to hone and’ sit-in and listen 
~o the other evidence if he wishes to do so, Saag «I think 
we've just got to maximize the openness ol sour proceedings 
and be very careful that we don't allow the strict rules 
of evidence or the trial procedures to subconsciously affect 


the way in which the inquiry is conducted. It is a public 


investigation by a public body in Ontario with the maximum} 





Lor oe openness, 


y - bolle ws 
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Mr. Chairman: tf accept that. I see was assuming 





that Mr. Shibley's reason was along the line that he wansad, 





a list of people that he might call, 


he wanted to know first what value there might be in calling 


- 


Mr. Shibley: Oh, yes. Once I decide who is to be 
called I would have no hesitation in announcing that to the 
committee. It's only because, as I've probabiy explained, my 
approach to the matter is to list everyone in sight. I always 
use a shotgun technique in terms of Ligting people, initially, 
ipnaw might be potential witnesses, And then, having analyzged 
the case in the overall, decide who among them should be called. 
Once I reach phase two you can be assured you will be told who 
is being called and as soon as T have decided in what order 
they are going to be called, you will also be told. If you 
appreciate that in a matter of this complexity, I mys seif may 
find that I'm sort of taking it one step at a time and not trying 
to encompass the whole of what's going to happen in a hearin 
in tarms of decision making at the outset. 

Mr. Renwick: I ean quite understand that, Mr. Chairman. 

eT RE Ma ER 
I simply want to make certain that the names of the witnesses are 
not, sort of, fed pieces meal into the committee without at @id 
infringing on counsel's right to say, Hell, I've decided now that 
I don't need to call such and such a pérson, I'm going to call 
Someone else. That kind of freedom he needs. But I think that 
by nextxuxim week, in sketching out the additional areas of Concern , 
Gaat there can be some identific sation, in my view, quite properly 


and necessarily from their point of view, to the committee so that 


Should they see fit to attend the hearings or to pay more attention 
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(Mr. Renwick) 


personal counsel, that they have ample time to take those kinds 


right. I think we have the thought 
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of the committee on it. Tt don't think they're contrary to any 1 


creat preference on your part, Mr. Sisley « 


Mr. Shibley: Not at ali, Mr. Chairman, ih 


Mr, Chairman: Anything else then that you want to ¥: 
review at this time? 4 


Mr. Shibley: No, I think I have completed. what I 


(st I ; 


want Sa the committee. 


Mr. Bullbrook: Mr. Shibley, are you content with the — 





temperature in this room? 


Mr, Shnibley: I am not content. 


t ee See SER Peg aa 


Mr, Chairman: They turned the air conditioning off, 
I understand, so that we could be heard and if I turn the air 
conditioning on they may have some trouble with Hansard and our 
ability to hear. I don't know whether the crowd we have here 
today is indicative of the attendance we may have in subsequent 
days or not. As Tl gaid before, Hansard wants to keep us in this — 
pbuilding if at all possible and i think it might be handy to t 
continue here for our own sakes, a3 well, in case there are votel 
in the House, rather than going across to the MacBonald Block. 
But if attendance -- I know there's the difficulty of ethe heat, 
but LT would think putting up with that might be preferable to the 
walk across to the other building. Mr. Deagen? 

Mr. Gaunt: Mr. Chairman --- 


peepee ee OL OL wae 
4 WO \ ted bes 


Mr, Chairman: Mr. Deans WS oven Ofte speakers. 





Mr, Deans: I would like to ask a question about they 





witnesses and the counsel. 


Mr. Chairman: Oh, you've changed the subject then, 





Yours is on the same thing, Murray? 





CB, 























,Hencuinge e200 or 300 mew people or so. 








‘ir, Gaunt: --- at the end of three hours we would 


MNS SE 











reaily be in trouble, 


Mr. Renwick: It wouid certainly shorten the hearing. 





tir. Gaunt: Might have a new hearing. 





Mr, Chairman: Well, I think, Mr. MeFedrie, that 
AA be a tod UY a? 
you's making alternative arrangements if necessary, Be 
; & committee room 2 
2 a Mr. MeFedrig: Oh, we could possibly go COF eww DEA dereg. 
y ; 
a 


Mr. Chairman: Committee reom 2/ I thought yoag were 





taliking, at one time, about the MacBonald Block, if we had to. 





Mr. MeFedrie; Well, that's only ‘5, a 





i 
t 
t. 


Mr. Bullbrook: My comment was a 








don't want you to take it somusle . 


Mr. Chairman: Well, I am: I take everything you say, 





Mr, Bulibrook, very seriously. Very seriously. Well, all rigent. 
Let's try it again here next Tuesday and, if necessary, we'll ie sf 
play it by the heat of our skin and see. 

Mr, Gaunt: I think we've got to see what sort of 
audience this hearing attracts. If it attracts a large audience 
then we're going to have to make other provisions. 


Mr. Deans: Well, we may restrict it. by the sale of 





tickets. May I ask a question about the witnesses and counsel? 


The only previous experience I've had in hearings was that the 
That was hearing 
ounsei was paid for by the government./ fhe WCB/Emiuge, in which 
Re ke? rf f~ J 
iis Zep 


the counsel classed as the only witness, as I recall, %g covered 
PY 2 


G 


by government expenditure. Is that the case in this enquiry? 
Mr. Chairman: No, sir. I assume I would know abaut 
it ir it was. I, pernaps, should have introduced counsel earlier. 


There are three counsels here today, Mr. PlerreCpyeck. of 
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wt bs 1 2 g> i. 2 ~~ 
Mrs Deans: )..t wasnt: thinking ef that, trdtuanby 
a 


Mr. Chaipman:. You weren't thinking of that? 


eit entrees 
Se 








Mr, Deans: No. 
Me. Chairman: I would 





need counsel, After all tney are here as witnesses not as 
defendants. Their evidence will be protected, I Think dtids 
4) 

protected automatically, is it not, 1 sohd 
My. He Ted AAR be” O--., et v2 prs byprdannce Ae puGeEZ hinnibin, fis ade. Cprvdltincee AA. 
SO Et be 

I think it is privileged automatically. so I don't think they 

would need counsel. If somebody comes at a later date and 

asks for counsel and feelg they cannotfaf ford it themselves, 

then maybe they will make representation to the Chairman and 


we can decide at that time. 


Mr, W. Hodgson: There is legal aid 





Mr, Chairman: Well, there is the possibility of 





legal aid. Legal aid might be a little too harsh for the 


kind of protection Nhak Lomita tinder ih, Ces indice Heb 


4 f ? 
Mr, Deans: I just wanted to know rt nE eu bes. rPAg . 





Mr, Chairman: Right now to my knowledge no one is 








recelving any counsel at government expense other than the 


mittee itself. 


Mr. D. Laidlaw: Mr. Chairman, I wonder if I might 








be given the opportunity to speak to that point. It isa 
subject in any pe eee I wanted to raise with this committee. 
2 


We have just now been introduced. We have present‘here coungel 


this hearing. Myself for Canada Square and its president 
2 ! a 
\4 
N\A ta , 
ae Moog \ “o#. course Mr .Genest and Mr. McCallum representing 
vA 


J ann Lorboug ak pwd Ny it fedrrea. 
IOGEAR ALT peor ¢ 
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I must confess that,I am not f 


w 


miliar with what rules 
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re going to be entitled to play in 

ine ey let me say right now that this proceeding 
but for the fact that it is proceeding as a select committee of 
the House, % is for all intents and purposes a public inquiry 


Hint. 


ana is going to involve the same sort of exposure { the same sort 
of interest that any royal commission would generate or that’ a 
public inquiry held under the Public Inquiries Act would generate, 
ama Le either of those tribunals were involved rather than a 
select committee of this House, aisenfuging exactly the same 
functions as this committee proposes to discharge, then my 

client would be entitled unquestionably, to representation both, 


to have my attendance and I would be afforded the right to 


eross-examine on any point that touched or concerned the 


interest of my client. And I would be afforded the right to 
; Cy zs ar 
lead evidence. Ama I will put it quite squarely to you I 


don't know whether or neeeeselect committee hasyparticular 
Wt 


rules that are apfilicable to the representation; /#f $0, are 
they more restrictive than would have been accorded to me if 
this proceeding were held elsewhere, but with exactly the same 
4 
functions ¢ 
Ana the second consideration; if the answer to that 
ou first question its yes, I would like to know what rules thegg 
are than that apply, ag if there are any, how does one go about. 
etting them changed? | Pecause so far as I am concerned, I 
don't know of any Act of this Legislature that restricts the 


right to representation! If there 1s a: rutegiycan only 


assume it would be a rule of the House and any ruie of the Housg 
> { 








“(Mp Laidlaw) _- a eee 
eae z 

A pe eee 
iS 2 rule thate can, be changed. The only experience that I ; 
} 
i ‘ ‘ ' soured | 

have been able, to acquire is not personal but in just making: 
a7 é Hy 
inguiries as to what has happened in the past, and there hasn't : 
really been that many that will provide a precedent. Mention ; 


has been made of the Workmen's Compensation hearing but, of 


a 


course, that was a hearing before a standing committee of the i 


Bouse. ane my understanding is that there are rules that are 


applicable to a standing committee. This is not.a standing 
committee; it is a select committee. 


I can-really g not go much further in brec|edent, 
except to say that there have been occasions I know when 
people's rights have been directly concerned in hearings before 
Parliamentary bodies where representation has been afforded Tf 


eo back far enough, you can go back to King Charles. i: 


Incidentally to his own regret, I guess, he saw fit to act for q 
' Oo wv - 2 . 1 
r Vay - oy it 
himself and wourd up on the gallows. Pree 








(Tape 13 follows) 
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re aerre ST eGeerr. Probably one of the main bones of my <d10mnga.0t 


Amt Fa os And tat, as\ l say,” the Secondary consideration 1s. 
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rad - ae 


\ 
- 
% 
if there are rules what’ procedure does one adopt in order to! see q. 
that the rights of my client. - and I don't suggest,by. this. anything 


improper about what's proposed here - I simply seek now to attain 


for my client what otherwise would be my right in any event under 





iste k the relevant legislation in this province if it weren't 
held before this particular body. And I wouldn't have thought - 


in fact, I wouldn't, have expected it at all,.and.I.don't think.it 


would be the case, that because the hearing, to use a neutral term -9% 
held 
inquiry - is Ban before a select committee of this House, that this 


committee or the House would want to obtain for itself rules that 
are more restrictive of the right of representation than would others 
wise have pertained outside this H@use. I ask then that I, first of 


all, be told what is the position; and secondly if it affords me less# 


than 
re 


of a right to speak or to take part on behalf of my clients “age the 
Public Inquiries Act would have permitted me, that I be given at 


y 


ast the scope that would pertain under that Act and we be governed 


+ 


c=) 
9 


by that procedure. And therefore to put this inquiry on the same 
: 


footing and basis as it would have it been on if it had not been a 





committee of this House. Now I can well appreciate that there are 
x | questions | 
some very SCVLOUS Mask RES to £0 into Es and.it.is.for.that.reason 


that reese. And that perhaps the non-legal members of this committe 
might think that to afford representation or the right to take par 


Lo my cldent, or to have - me take’ a part in this hearing on his behalf; 


Amd similarly for the Hydro would be to open the door to a sort of 
be 


leral gymnastic display where we are now descending into the bearpit 
si 


: . See che! 
and trouble with all sorts of technical Kywas and indeaeeetechnical 


2 ‘ ; = O42 - < 
Goi Set. ons and Notice aout ti diments Wage-put before the inquin 
1 Cw of 
ners and that we would serve #only to impede 7 ot to process the 


S 


pHs 


2 
business of this inquiry. Well, of course, my answer to that 
that we would have to have confidence I think enough,as members of 
une legal profession, that we would not be” doing that.” But dn any 


event the sanction there is yourself, of course, 
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Mr, Laidlaw) 


can be very much affected without actually having a decision made f—/ 


that is going to decide any status or any question concerning that 


se LY aa 
PALLY + Ane-for that Serene the representation rights have 


j rN 
been broadened for a lot of commissions ,as Well as puociite nauirtes 


under the Coroner's Act, under the Statutory Powers Procecures “Act 
ang So on and SO On. And I would have thought the same considera- 
tions would affect this committee in considering my application’ to 


you, to have the same rights to take part in these proceddings as 


I would have been afforded outside this HOuse. T would like to 


ae 


thank you, Mr. Chairman, for your consideration. Ce ee see eee 


probably wants to join me in thats 


(Tape H - 19 follows) 


4 
J 








pe SMARTS BE 





ae a ata ee een ae =: 
( H - 18 - 2 “5 ie Mas ee 
i i ae \ ae ee a ur pn 
fig =2 eae 





were the case and you have complete control of the inquiry and 


Daak 5 
could control that very quickly. What I have in mind is that I have 





the right,to. protect my obtaining the right 


to eross-examine on those occasions when there is some very really f 
: G 

material issuew to explore, and to put forward evidence if there @ 
iH 

may be some conflict. Juepeemedece Let me just give you an example 





2 


and then I'll sit down; let me just put my position to you and I 


want your consideration of it. I haven't been sitting here 





trying to take out. of context notes, but one might really take it 


almost as a oUt an atep ...1f nothing else,that on one 


: AA, EN 
occasion at least the proceedings were referred to as a trial. Now 
T dorn'S. thane 7 we fo cies site ie 5s tae sr en «es 

Mr. W. Hodgson(York North): I must say it was -a-slip. 

Mr, Laidlaw: Yes, I know it was a slip. But in a way Ly 


meine 


very much is because you can't talk about saw this whole issue that 
ee 


4 


you are exploring without talking Canada Square, and,to put it 


bluntiy, was there any improper political pressure Sk or patronace © 


= ail 


involved in the obtaining of that contract. And if that's so, itg 
ery serious allegation against both the company,. Canada Square, 
cnaytne chier executive officer. And, with the greatest Or respect, 
aSeaeer whether or not your are ultimately going to decide the rights 
of the partys which you are not of course, you are going to make 

recommendations or whatever it may be to the Houses Phat in itself 
4s not an answer because, respectfully, that’s all that most public. 


inquiries wind up doing and ali that most royal a wind up” 


i 
n the meantime, the progress of it, and the publication 


3 
me 





Siven to the hearing - all of which is to the sood _ 
in effect very oie affects and concerns my client's rights. 


t == . 


And for that peasongno doubt which concerned Chief Justice cise 
bod Pe - 


. 
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j : ; 
as he. ~g4d0".was when he sat as a memoer of the royal commission, 
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AC Van uhasicllae Se eae oe ress Cf e2eie of the legislation thr 


this House in the past two years, the very recognition that your = 
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en ean su umnthdccara- tesa manor oubstdacthta fouse, 





ao NSS Rank you, Mr. Chairmar,—-fer—you nsiderastony i 





haste tir ft Te) WaT 


ty 5 4 ° - ) V 
Me eyGnastman th. Thawkeyvous. Mr... Laidlaw. . 
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S& Aabeaetbals, 
Mr. Genet: I have a submission/somswhat similaz 
to chau made by Mr. Laidlaw on benalf of the Hydro. 

My submission is, of course, that this committee 
is the master of its own proceedings. It can allsew cross- 
examination if .it wishes .to.and it can prohibit .it if it 
wishes to. 

I askasi the committee to look at the questions that 
have been framed by Mr. Shibley and to am ask themselves 
what will happen to the Hydro if those questions are answered 
no> Hydro will stand condemned by che committee of the House 


t oO 


i 2. \ 
: tg, 7 : Pl es 
as incompeten: and worst ,.crooks, qed I don't know/an 
- Zs fro " “ 


tribunal that has wider powers than that. And it seems to me, 





submit to the committee, that for its 


4 


own sake it would want a hearing,as vise a result of which 





those findings had been made, to have been conducted with 


conspicuous fairness. So that if Hydro is condemned, it will 


not be in a position to say, well, we were never heard. We 

7 2 Ss “Ss _ - 

never had a chance; it was a ga kangaroo court. And I would 
igor Lor its y 

submit strongly to the committee, the.court sown sake, the 


person, the named person who stands charged here, should have 


i 
od i U S34 
the opporkunity TOR aU Re evidence. which +h considerss 
va rst Da 


material in its defenge, and to cross-examine those witnesses 

which it feels have evidence tc give, which is deprecatory. 
The members of the committee are the members of 

the same Legislature which enacted the Statutory 

Procedure Act, which gives to tribunals, which obligates 


t#ribunals of much inferior. jurisdiction, of much less 
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| Me. ors 
by those tribunals, tne right to make full answer, the 
ad the right to make their 


right to cross xamine witnesses an 
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same rights here. 


And on benalf of Hydro I sk for those 


case. 
Again, and perhaps T'llL appeal to Mr. Shibley -- I thi 
ne knows me well eno gh -- I don't propose to abuse those 4 
ja, ATR ORS Qs il 
ry thesSin the hands of the committee who | 





me to-+any action which 4% considers 15 an anuss 


can put a sto 


sunmissions 
Those are the AisteeS sé T wish to make on penalf q 
of Hydro. ‘: 
Pat 


3 
Mr, Chairmaa: Thank you, Mr. Genet. Did you 


have anything to add, Mr. MeCallum, or just -— 


Mr. McCallum: No, . Gwheve nothing to add, thank you. 


BMr. Chairman: WB11l, let me sa 
certainly hold myself out ee7an authority on this aaa I'll 
be glad 7 members Pegi the committee 


~ Sant f 
T welcome what you have jus say aes * IT think it is good 
oN 


we can establish a procedure at 


y this-that I don't , 


to hear comments from otner 


that it was said so that 


this time. 


; has been J 
It/as my —inderstanding that select committees 
see IT was trying 


a Te 
only had the one counsel, = Sarit eE yy oe Shey / 


the thought that m that 


to arrange 2 table behind here with 


eht be your permanent Ss station 


=-=>+ 





An non. member: Den’ 


mr. Chairman:..Sehind our own counsel here and you 


— 





would have opportunity to whisper to him from time to time if 


you thought the matters that you now speak of were being 
abused or certain questions should be asked that were not 


Cray shy understanding of the way a 
a 


peing asked. NOw, 


select committee would RRSP gn 


is not satis factory Yer the bY 


Y, c 
ents. 14 


would like to give your secieie 
on trial here, that ordinarily; 
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. 5 rei fad a ae : 
you say about the finaings that 
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WE oom / 
make.xx Ordinarily witnesses in the courtxeqa@an are not 
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entitled to have their counsel present and to cross-examine 


other witnesses. Often they have counsel 
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dee if they think the guestions are 
abusive, But, generally speaking,counsels at a} trial, at 
least witnesses at a trial¥Y are not represented by counsel. 
And I would think that if we permitéed any witness to 

bring with them their own counsel, we might be turning this 
more into a public speetacle than if we do it the way I 


understand that 4 select committees have overated in the past. 


Now, I have made my statement of what my understanding 


is, but I am pleased to hear from any member of the committee 
who may have ideas in support of or other than what [I have 


just stated. As far as who regulates our rules, again, I 


understand that there are precegdents for this through operations 


of select committees down over the years, meg, not only in 


our own vrovincial House here, but in Ottawa and at Westminster 


Gentlemen, any other comments? 


Mr.QGia. Hodgson: Mr. Chairman, _.. 


PIT A eA A SY 


Mr. Chairman: . Yes? 








Sat TM a 
gem. the counsel for the people involved would solicit “their 
pS 


questions through our committee counsel? 


Mr, Chairman: That was my understanding of the 


aes 





way we would operate. Now. (2 sy 


Mr. Shibley: It goes beyond that even. 
nee areal 


Mr. Chairman: Mr. Shibley, maybe you should speak 








Mr. Shibley: First le& me say that all counsel 


rt err 


engaged with respect to Hydro and Canada Square are known 





to me to be excellent counsel, of eng en’ reoute and 


4 “ o Dp , PO REI BR. or ¢ ~ 
integrity, as well as extraordinart -panetdhnne competent, 


Dealing with the mode of proceeding; however, I had hoped that 





Mr.kG. Hodgson: zw wy does this mean that Garse=spayeeroms 
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Shibley 
(My, @watemana) 


we would follow what has happened in the past, namely 
that the evidence £Raz HE be tendered through me. One 


© my purposes in asking these same counsel, in whom I have 
i / 


that they will be complete, to provide 
As b | t 


every confidence, 
ts of the evidence of the necole withinz# théér 


ek Ve 
“Ea Selevant to the issues before the 


one reasong, of course, why I wanted 


some more precise definition of those issues from this 


committee, and you have accompl-—ished that today. 










To the extent that the examination of any given 


witness, at any given time inthe hearing, is less than they 


eee ae as 
one 


* 


might wish for, then I would expect them to approach me and 


pe 


ask me to fill out the examination of that witness. 


T should tell the committee that in areas beige Wrig ee 


gonsider a eross-examination is called for, then I intedd 


to conduct a cross—-examination myself. I:will go eis hrele be 


my way, as I have assured the counsel in question, to ayert 


them to the qa witnesses I expect “sen to call from within 
a 


Sg AR an ra 


the entities in question so that they may be prepared to ; 
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I am ou prepared, as they will in any event 


discover, to téll them who are the other WIS Tepes to: be 


Westy 
Ai; 


called, in sufficient Ege tc pel oe them an oppor txunity ts 


feed questions to me, 4f~vyou-bikKes ‘ 


IT am very concerned about this proceeding becoming 


haecbOR ijt 


DOO dee understand that the committee has been authorized 


to sit concurrently with the House, and, because GL Laas 


we — 


soxdoing, we only have the last three hours of the day betweal 





2.00 and 6.00 available. ne 
cms } wD > F 
rap A Vik more Gn 

Mr. Chairman: “@8seauese ..-+- 7 wednesdays. 
Mr. Shibley: Right. 
Ree re er aes 


Mr. Chairman: And it could sit in the. evenings. 





Shibley: I'm glad these are being volunteered 








M Ha ° pat J 
} 773. 5 
- oS Sater eae 
because .—» IWS i -T “intended... 
Py KG if ee 
- : 








Vin se oe ee OA 
ir, Chairman: The committee hasn't Sa. 
i TT 


sine 


yet, ged T am saying it could meet Wednesday mornings and 4] 
So Wout ips 
evenings, but I'm not Bam sure committee members jwant to. 
al Pe \ 
Mr. Shibley: I would like to think we'll get more 


PR Der Ne Rew rONe 


mileage along the way. I am quite prepared to act as a counsel 





Py 
into any given evening, Hut I am very concerned because wher 
you equate it with some other forms of proceedings, to nermit 


two or more sets of cross-examinations of each witness in 
chief, = . i 
addition to the examination in whememese is coing to prolong 
this hearing almost interminablly. We are only setting about | 
aday anda half, equivalent per week of what we otherwise 
’ LY Oo uy, : 
would be getting if Beers able to sit full time on this | 
f 


matter. i 


(TaneH-20 - 1 follows) 

















aera EE aa a. day and a half equivalent per week 











full tire—on_this_matter. Interestingly e 





far the vreater majority of them aaas from within Hydro and 


4 


: 
5. 
4 
; 


Canada Cquare 30 that it would only be 1 suppose when let us sayy 


we were to call someone from the three competing companiesy to 
give testimony that Mia, would be adverse in interest Ifyou 
iike to the position pea Canada Square or Hyaro, itis area @ 


involved therefore where that is a potential probaam, is a 


relatively limited. So the rules of the House, incidentally, 


the Glerk, with whom I have consulted 


‘+ 


S88, 23 I understand it from 
YOU 


with your chairman, apply to the committee; are deemed an 


LeaB Saige Ae 


extension of the House for purposes of rules soverning your 
proceedings; and your authority is limited to that set forth 
in the order constituting this committee. In the case of the 
Workmen's Compensation matter I gather that that was a case 
“where the House ftself passed a resolution asvbe authorizing 
payment to osher eer ee Cet See ree 

Mr, Deans: That's why.,I.asked. Ri? 

Mr. Shibley: And notwithstanding that resolution, thos 
counsel were nevertheless not permitted to ask ques stions of che 
witnesses. 

Mr.. Deans: That's right 


fraiche na 
Mr. Shibley: And so there was a case where the Rouse 
Ps eae eae 


actually considered the matter of other counsel eee hough 
having gone as far as permitting payment to them did not permit 
their participation. This is just for your assistance. 


2h SE SENS 


Mr. Chairman: Any comments from any other memers ? aZ 
(eS a eee ° 


in. Budibrooks 


Mr. Bullbrook: Tgummmetsteeaaesk, frankly I am not of any 





a re a ese ; 


natal 
? 


great fixed opinion on this mys elf, I see great merit in what the 
counsel for Canada Square and Hydro have saicé in connection with 


the rights of their clients. I want to point out to counsel 














i) 


i 





that may seem the Premier decided not on a royal commission. Many 


sLature felt that a royal commission, because 


governmentin its geembt wisdom felt that it should be 
Lah rd eg S 


handled by a select committee. I realize that it ,respondg 


a es 
etd ERLE mre 
necessarily..... I lest achieved something, if may, without 
of “3 i LETT 3 
2 2 —2 — eal 
being defensive amie, Dit-ee talked about one of my colleagues 
aU ( (= Cnesth 


Bo 4 Oa 4 a ¥ 
Freudian pees Vemme Mr. Geees talks about people being charged 


here;.4ithere aren't any people bein ng charged. “And it invites, 


= Gene zy. LS 


more appropriate vehicle for this type of investigatory power/ 
or course, the next question, Mr. Serecteas counsel for Hydro, 7 





is he counsel for Mr. Gathercole? Is he counsel for Mr. arate: Cand 4 q 
Ceénest 

If we give the right to Mr. Laidlaw and Mr. Gemet and Mr. | 
McCallum to question, why don't the sounsel for everyone dinvolved L 
| 

have such equal rights? However that doesn’t unduly rasxrat | 
y, [ 

j 

restrict me, le it takes six months, to equitably and fairly do | 
So be it, i 

our Job, ses < It also would bring to the attention of the wl 
j 

ul 


chairman and counsel that in the order establishing our responsibility 


ryand [ left my glasses upstairs again, it says, the production of 


such © and things as the committee may deem nevessary for 
cay 3 u 
any of its proceedings and deliberations. Perhaps I have 


stretched the wording there. I would be inclined to think if we 
were of a mind, however, to permit counsel to cross_examine, that 
we could find a foundation for authority in that particular 
order to us from the Legislature itself. I think it is up to us 
ioe £ MAY 
to deem necessary in the clirsumstances, jude perhaps stretcit the 
wording, but I think we could say to ourselves that we deem it 
nece eee go fair, and just in the circumstances. TI realize If 


am talking a long time and not giving you my opinion, but I wanted 


tO volee these things because I think it is extremely fundamental. 











There seems to be some MILT OALZDAOR, historical precedent for 
y tee Io am not guinx a great admirer 
of the system in the United States, but I don't believe Eeege that 


, Ett: oe he be “4 
munseL end thosepeopie involved before their investigatory 
} 

















committess are permitted to éross-examine. ~~ They “are permitted only 


as I understand it, to protect the interests of their client befor 


the committee, and that interrogation does take place througn the 
counsel? 
committee ~seaewet and the individual members of the committee, 





<e any restriction upon us to change what might be our present 
purbises. I wanted to voice these particular thoughts for the furth 


consideration of the members of the committee. My present 


: the 
Gisposition would be that, notwithstanding that it sterilizes ,able 


counsel and perhaps on the face of it seems less than just and 
f { 
[loon 


equitable, oe the government, which has the responsibility to 
eORETS cuoeen to afford those protections wnich we have given 
people under Rie ee ee Senet ore tee» Act, all theg 
had to do was submit this entire matter to a yal Commisgion . 


And I think perhaps that we have to presume that the government 
this a 
had some intention in bringing before tee select committee. I 
f 
say in effect this, that probably we have power aera it i 
NETS 


‘ 


our decision so to do}, to permit counsel to eross~examine. There 


ari 
> 


is certainly some great disadvantages apparent in it. On the 


a 
other hand there xs are weighty problems of not only justice 
} 


but the appearance of justice in the system that we now undertake 


Mr. Chairman: I don't think you have been one bit of 


are 


help to me, Mr. Bullbrook; 


“ro, Renwick: Mr. Chairman, if I may comment without 





giving my version of political history akumetiex or political 
theory, this is after all a committee. It is unfortunate that 
4¢ has become customary to name the person who is retained by 
the committee to assist it in es the efficient dispatch of its 
responsibility, to name that person counsel because that immediat 
calls for the concept of an adversary system and leads to the — 
suggestion that this is a trial, or whatever other connotation 0 
a trial people may want to suggest that it is. I think we have 
got to move ¥emy fairly, cautiously and carefully in making 

, as a committee of 


Lerislature, of its responsibilities with respect to a matter 
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interest is not turned into a forum in which private | SSSHeS Bis 
decided. We Have no Statutory power of decision. WE have only 
those authorities which enable x= us to carry out our job. 7. 
I think that we have got to preserve the openness of the committee, 
its thoroughness and its informality, eam IT think that tne members 
the committee are quite Drepared at any point in the cours eof 
Chose proceedings to hear intervention by counsel, not for the 

bo Lut 
purpose of leading evidence or eross-—examining aad for the purpose 
of indicating to zaunsaixkkasx the committee that in their 


judgement thetr skinaz cl&ent’s position is being adversely 


affected in a matter which may lead to the committee drawing 


incorrect inferences from the facts, or not having the factsavailable., 


/ 


And I am certain that the proper procedure is for the committee 
in such circumstances to direct counsel of the committee to 
consult with counsel for the paretes ko make certain that those 
matters are dealt with. Now we cannot, Mr. Chairman, work every 
public instumentality into the adversary system. I don't think I 
need to ee, Se to the able counsel who are here to indicate 
that the adversary system in a courtroom or the equivalent of a 
courtroom does not necessarily determine the truth of the matters 
before the court. I think that our obligation is to make certain 
that we do get the ket fhat we report on them thoroughly and 
that we report back to the House having discharged in a committee 


4 


aimosphere that responsibility. And _f would ak, Mr. Chairman, 


\ 


that until the committee is convinced that there is good reason to 
Sa atl be NO ABA aA DS IS, OT x aa JOC A el 


we—doan't have. . 






i-~2i-l follows 














I would ask, Mr. Chairman, that until the committees is 


4 


convineed that there 4s good reason to depart in 4 particular 


area from what, even though we don't have ail that experience 
in the Legislature, nevertheless is the cradition Seashe way 
committees operate, that we do not depart from it. 

I nave confidence in the committee system, I have 
confidence in the counsel whom committee has retained to make 
certain that he works in the utmost co-operation with counsel :. 
for all parties who are here and all persons who are not 
represented by counsel, +o make certain that they are dealt with 
fairly and temperately. Mr. Chairman, I don't know again whether 
that has been of any assistance but that is my particular view . 
on tis question which has been paised by Mr. Laidlaw and by 

wt e 
Mr. migee quite rigntly T believe, nay’ pernaps overstated 
she proposition in order to have it carefully dealt with by 
5 


Mr. Chairmen: Any other somments. 


Me. W. Newman: Tobedeoe, Mr. Chairman, to follow what. 
a cin ea Te 7 


yf 
rad 


menwick nas said, tT think wnat in affect we are saying is 
that she counsel for whoever iv may be should have full and free 
aocess wo our counsel for questioning and eross_examination. 
Ts that the way the committee thinks? 

Mr, Chairman: That is the way I think, and when ak 
said you were no help to me, Mr, Bullbrook, tf meant that you 


gaye me sors of equal arguments for poth sides. 


Mr, Bullbrook: That is my usual attitude. Lone 





to go to the fence really. 
May 1 suggest that an view of the eomments made by 
myself and others that, without rest tricting the conversation 


now that perhaps we might - would 44 be inopportune to as Mr 


2s 


4 























(Mr. Bullbrook) 


Laidlaw If he wanted to further comment on anything? 
Mr. Chairman: Certainly I dontt want to restrict 


Mr. Laidlaw or any of the counsel here no from making 


presentations. I was prepared to sum up what I thought was 


Mr. Bulibrook: By way of example, if I may, I brought 





up the point, validly or otherwise, that the government chose 
this forum, recognizihg the normal restrictions of this forum. 
Had the government in its wisdom wished to afford these rights 
under the Statutory Powers Procedureg Act, all they had to do 
was of course appoint a Royal Gommission and I am interested 
in the response of that nature because maybe my mind could be 
changed. 


Laidlaw 
Mr. (its : Well may I take advantage of that 


before we get lost in something else! I am very grate ful for 
Mr. Bullbrook's comments and Mr. Renwick'’s of course, and the 
discussion and the consideration the committee is giving to 

this matt er. Perhaps my response right now is going to be the 
last vestige of the adversary system that Mr. Renwick spoke of 
until the committee is completed, It takes the form of a reply, 
and may I just say these things very briefly to you so that at 
least you will have my position recorded and at the end one 


J 


last plea too. 


~— 


First of a11, as Vir. Bullbrook's observation that it 
is the right of government to govern and we therefore have 
foreclosed ourselves in effect by setting up this form rather 
than a Royal gommission, 


- 


Mr. Chairman: Mr. Laidlaw, IT wonder if you would 
email 


come forward and use that microphone? 


Mr, Laidlaw: &m I not being heard? 





Mr, Bullbrook: Please sit down. 


SASL NEEDED CTI 


Mr, Laidlaw: I don't speak very well sitting down 


ae es \ 


. 














ea oe 3S 


(Mr. Laidlaw) 


bus I will try it. You have got me at a disadvantage. 
Mr, Chairman: You can stand up wi th the microphone. 
te chee ae 


Mr. Laidlaw: No, it is all right, sir. Thank you 
very mucn. 

To say that, may I say respectfully to you, Mr. 
Bullbrook, I think involves a faulty plece of togic. That 
is to assume that there is only one reason why this forum was 
set up as the appropriate forum and no other, and to draw from 
4% the inference that we are not to be accorded the right of 
Zrepresentatinn here that we would otherwise have been outside 
the House, because there is no doubt about it, we would have had 
that right if we had been appearing before a Royal Gommission, 
and I think it does less than justice to the government of this 


province to suggest that they deliberately chose a forum to 





review these matters that would exclude and restrict the right 
of representation that this vary government has given to anybody 
who would have had to defend themselves in the same process 
outside this House. I think that is not a suggestion I would 
welcome, it is not one that I adsere to, and respectfully I 
think whatever reasons motivated the government in selecting this 


forum, that could not have been one of them. 





The next point I would like to answer is that my 
submissions appear to have been taken to be an attempt to diken 
this proceeding to a trial. I retract the reference, it was an 
aside grather than anything else, What I did do# was to liken 
it to a Royal Gommission in which I say the fery questions that 


you have raised, Mr. Chairman, and the others, if we allow 





me representation ~- Canada Square that is qg and Moog, and let 


schere be no doubt, I act for both of them, there is no question 
about that - that to allow me representation where is it going 
to stop. Those are the very same arguments that have been 


presented in the past when these questions first arose about six 


\ 








m 


(Me. Laidlaw) 


or Seven years ago in the Royal @ommission which had to 


Mw 


inguire into ‘me McDermott and Feeley, and you, I am sure, 


one issue as to the right of a TLENGSS 5 necause those pesple 
Were only witr esses before that inquiry, just exactly the same 
2 2 4. im & agi 5 “ 
as my clients are here, vhe ri gnt cf a witness to representation 
ery. Ani 


was raised and the answer given there initially by Mr, Justice 
Roach on the inquiry was Lf we allow this here where does it 
stop? Every witness will be allowed repr ntation. The 
court of appeal was quick to say on a reference to them, "Oh 
ye3, Hout there is a difference, these gpeople’s rights are 


yery much affected and it is open to he commissioner to in 


we 
aa 


is i determine in each er eteuyes case who really is 
ng seriously affeeted and wno is not and to play it ad hoe 
$0 %O Speak, and to allow that representation when it appears 
necessary in the interests of justice to do so, and now those 
very principles have been carried into the legisW¥ation in this 


ess 
province, So respectfully it is retrogressive to now offer 
a. ,cohe 

as an argument for ae-F4 striction of my right to appear here 
the very same arguments that were overruled, or I should say 
uled upon, because it was a reference that was sent to the court 
of appeal, six or seven years ago, I may be wrong in that time, 
Sime ssaems to compress itself? thes e days, 10 years azo is more 
ce ae Ee and which have no¥ been carried into the statutes of 
“this province in one way or another. That whole philosophy now 
is well accepted. 

80, Mr, Chairman, I am very grate ful for the right to 
at least put once again my submission. I ask respectfully for 


the right to take cart in these proceedings even on a restricted 


Oasis, even, sir, if it were left to me that u leave the door 
Slightiy ajar that I don't get what I ask for, bub rather leave 














u 


me and 


go on. 


incidentally I 


way, to raise 


shut me out, because il 


H- 21-5 


to my and Mr. McCallum 


again when the 


Pen | 
Say for now, if you will, Let us wait 


28 with Mr, shibley; 


say with the greatest of respect for Mr. 


us have opposed ¢ach other and appeared on the 


same side so many times I think we know eacn other's minds 


before the mouth is open really - Mr. Shivdiey says in one breath — 





it will take too long if ali of these people get into the cross-—— 
a 


— 


= a L 
ex amination,» T'll look after it. and I am sure he will ina 


nome 
very skilled and effective way; and then on the other hand in 


sort of talking to [rissa hamself coming around the corner 


\ 


says, \yell, it really won't take that long after all because the 


conflict, if there 


is any, is going to arise not when we hear 


tt 


: pes 1 
from Hydro necessarily or Canada Square — I know what Canada 


Square is going to 


cross-examine my own witnesses -— and I don't 


say m and I am certainly not going Emm to 


t+ 


think I will find 


the necessity to even raise my voice, I don't know how it is 


parties that 


i> 


with a of 


piece 


know and I 


likely where it is 
Hal a. toate wi it 
let 


open, ne raise 


my submission that 
is available, rule 


will make that available to me 


AF te he - 
TENES? Can, 


bo go, but when the Hydro gives evidence, put what about the 


come in? Now there is wnere I think we are 


one that is very important - third parties who might come in 
information on the outside as to which I really 


no - I shouldn't say, advance warning because I am sure Mr. 


> but who may very well >. 


don't want you to think I have any information 


respect m put if there is going to be conflict that is 


going to be 0 I say eyen if you give me 


go away with that content. Leave the door 


it with you when it appears very obvious. in 


the right to a separate cross’ -examination then 
on it at that time, say I can ask a question; 
us can, 


but give us 


ae 


to find the bone and that is a very narrow part of the hearin 


Laidlaw) 
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raPerAt , intirt he point yarrs 





ft ee 
‘4A agean. 
i 
st 
“Way Bolorooks. beeuae Wall 
ee 
want to ask 4 question rp Rel Bares 
Ho 
make @ comment that i don't thi 
IN 
involved in a great argu ument 5~1 don't think I said that the 
Comune? © 
government was motivated in appointing iid, 2-eakéobaet-te 


fa) 


ily, Letedbew: No. 
Mr. Bullbrook: I said that it veer naturally flowg@. — 
Do you follow me? One would presume that you recognize that : 


flow, in the appointment of this committee. Do you, as 4 matter 


% 
“4 
a 
“43, 


of prim principle, See any distin netion between the function 
exercised by a select committee, being ¢ elected by the public, and 
the quasi-judicial function of a roe royal commission, do you 
gee any distinction there? 

Mr. Laidlaw: No, in a practical sense Etdon t -F L 
don't roe think 4f you call 4 dog by another name, it pecomes 


any the less a dog.g or a cat, I mean Yet*s not -—E just chose © 
that. the function is @@ enquiry, and the result will be the 
same, and I think it 18 just because we are He sitting under 


this roof rather than pernaps 42 roof downtown that I have to 


make these submissions in the first place. 


Mr, Deans: Me. Chairman - may cs 

Eg Me ae 

Mr. Chairman: Mr. Deans,4- 

Ie ie RES LW BE eiees 

Mr. Deans I don't think that there is any problem 


in the counsel raising at some other appropriate time with che 





eommittee or With uae counsel for the committee the need for 
Bf 


\ ee ee Tas ™ BS 1 4 it Sart re 
stages. ind IT think Mr. senwics said so, tnav =, 
n 7 
Mr, Renwics Yes. 














May 455-2 S- 
i &) 
510 5 +245 im. 
H-~22-2 Be 
Mr. Deans: - if at some point. in the’ proceedings, 








it is felt necessary to change slightly or considerably, the 

way in which we have prewdesmay previously operated, then we 

are going to consider that. We too, want to make sure that 
everyone has had an ovportunity to express their views and to 
have their views heard. 

bowildsjustiurecallynif ba umay yocend I refer to wit a 
number of times,,in the Workmen's Compensation Board hearing, 

one of the delaying factors was the need for the counsel for 

the witness to whisper in the @ ear of the counsel for the 
committee, who in turn then had to evaluate the question, attempt 
tom phrase it in his own language, and to ask it, and then to ask 
the counsel for the witness if that was what he wanted asked. 
Therefore, that in itself is a delay; and so I think that if 

we reach a point in these hearingswhere. it is obvious to us that 
a question from the counsel for any witness would be more 
appropriately asked by that counsel , than by any one of us or 


the counsel for the committee, then we ggshould consider that 


by 
ak +1 4 3 2 
a6 Cnau sero aume. 


Mr. Chairman: Mr. Walkery 
Mo, Walker: Mr. Chairman, I am not. prepared to leave the 


m prepared to go further than that. It seems 


a) 


door ajar. I 
to me that this.is an inquiry and in many respects, it. 135.. 206 

; : ' . i ; 
dissimilar to a royal commission asd Shere is only one ultimate 
gain out of this type of inquiry and that is the truth and 


there is only really one way of finding. out the truth and 





shat is through cross_examination of the phi 
who appear. It is not sufficient that evidence be adduced. 


There has to be an adequate cross_examination. There are 


_ Se bea rena | 





The #<tectee¥ interests of the committee may not necessarily 

be the interests of the representatives of Canada Square 
rpse of 

and may not necessarily be the representatives of Ontario 

MaHydro. i think it would be inapproporiate for us to 

require counsel for the committee to absorb their role and 

it might well be considered unfair for us to expect that 


ntarlo Hydro and ime Canada Square would ganticipate or 


want us to take on their role. It seems to me that the various 


Ww 
oD 


counsel can sort out among themselves the manner in which tlee 
ome extensive 

Cd veyd, the natural delay off/cross-examination, needless cross- 
is faved 

examination, can be avoided, and the counsel, well-known to be 


quite competent and I am sure that they will follow that 
particular role. 

It would seem inappropriate for us to take on a role 
which is something less than what we have required other quasi- 


ly VILE 4 Cua bie 
administrative tribunals and Eley reve commissions to follow. i 





vy 
+. 
> 
x a 
I think it would be quite wrong for us to not allow counsel. for @ 
¢ 2 
the parties with possibly competing interests the opportunity yy A 
not only to cross-examine, which was brought out by Mr. 8&4 Shipley, 
adduce | 
but also to peaemegeevidence where necessary. 
ae that ; 
ake 4-1 de 
Andtadel we may say tase thege are individuals, theys 
/ 
wel 


are parties not on trial, in fact the ¢ recommendations may/nave @ 
. 

the ultimate result that individuals are, so to speak, tried: 

In my opinion, counsel should beg afforded the right to eross- 


examine, gas particularly the Hydro and the Canada Square people. 


It may be that we may have to expand the number of counsel as 4 
: 
time gces on. It may be found that some individual appearing i 
e fy , f bg 
before us suddengly has an interest that #azen warrants en & 
representation and cross-examination and possibly the adducing : 
of evidence. Our sole role is to get to the truth of ‘the matter. 
Los 
get 


It would be InapproprgZgte for us to settle % for. 
anything less and it is quite possible that we may inadvertently 


: aes 
CLO) a ae 
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Mr. Chaormarn: Mr, Renwick. 











Me. Efe Renwick: I really just have one comment to 


er neem pyr 





make to Mr. Laidlaw on his remarks. The mwexistence of 
Chis committee in its ia initial dseke deliberations cannot in 
any way be considered to have deprived his client or any other 
ne 

comes before ii, of a fair and proper hearing. 
Now, Mr. Chairman, that does not prejudge the issue that the 
only way a fair and proper hearing by this committee can take 
place is that if we make it into some other kind of hearing. 
And therefore I fmt take exception to the suggestion that we 


are now and henceforth wage until we accede to your viewa, Mr. 


Laidlaw, depriving Axjheedbess 





anyone, of any of their rights. 
But I am simply saying, and J% again,' this instance, I think 

a 
it ils in line with what Mr. Laidlaw said in = manner which 


I considered to be a misunderstanding of the committee's role, 


we are here as a committee. The committee, {ye members themselves 


can question should they wish to question. We don't delegate 
; : sof) <, eae 
permanently to counsel for the committee Q@ right to question, 


Ir we want to question We are interested # in the efficient 
dispatch ofithe work, tae we are saying to souk iishianosas for ail 
parties, and to ali witnesses, that we will be fair, aad fr 
anyone thinks that.we.are not being fair 
he chairman of the committee, to mitas raise the point, 


our 
peak informally boyeounsel, to have our counsel raise 
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the chairman. - And the matter can be aired at that time. 
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We have a diff 


which must of necessity, in the view of the tpsiviuds individual 


perspective of what. their private rights are. And we are equally 
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interested in the protection of private rights before a public zbesa 
body 
wv 
eugtenss such as this committee. 
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(Mr. Renwick) 
as to how these things should operate, but we are not doing a 
service to the Legislature or to the legislative process in the 
Province of Ontario, if we do not allow ourselves to function as 
a committee, which is what this is. | 

Mr. W. Hodgson: Mr. Chairman. 

Mr. Chairman: Yes, Mr. Hodgson. 

Mr. W. Hodgson: I think we should give a lot of 


consideration to what all members have contributed toyday, and. 
eigté 
pes particularly Mr. Laidlaw, who has cemiplred ¢ ase (Ly Chow ‘ Onl 


tie = oe iin aboyoner ae} Inlay be fas uae be re ie ee aca 


He fscurak tHe 
gg can decide aaah procedure is going to take pias? 





in Favours 
IN the meantime, i am YapaApe quite ‘saaage “Se going along with a 
Cirpn deetsi¢on atk 3 
Mr, Laidlaw eal saying we don't make a presentation se this : 


particular wenn, oto he cane “pte persdre 


L ! 
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{Cys -- 


Mr. Chairman: Let me say this, that in my mind , ay 


a iis C mais WAX bs ht veh Uw. Penwhck 
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‘has put forward. It is a committee and I am . 
otte, than Y 
not SRS anxious to turn it into anything Cats AX onkirtvee:. 
that precedent 
{I don't think $a wez ems 





allows the 





witnesses to be represented by counsel. And I want to leave 


CE Quy fw 
the door open to this extent, that Sie Be eue. such as yourself 


L. ae 
5 Rye Lst Wwasss § 
or others that may represent you, feel that an injustice RAS? 
TT ‘i: 
might be about to be done, or something is wrong in our procedure, 


then $635 we will listen to that 











(Tape H-23 follows) 














vs DIN : 


ine 3-1) 


(MR,..Chairman) make 
a mae Aird ees 
} that: j 





or something 1s 
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teéi representation. But to allow the kind of request that you 
Gays) 





F LAJQAA- a) re | 
are asking I chink ¥ ame Atl preaking our own rules and our own i 
/ Sa 


precedents, aed I will be glad to get further advice on Cais. But [ 





41 MG, ype 
Matte oy, eet I ask you,in the sense that Mr. (Hod: zsson has just 





suggested, tage to leave the deor open to that extent, if you feel E 
we are getting off the rails in any bad way, you will bring it to 


Ps 
our attention. E 





Mr. Laidlaw: Thank you, very much, Mr. Chairman, also 





the other members of the committee. So we don't extend this, at 


just want to say thynugh you sir, to MR. Renwick, I hope I didn't 





say anything that suggested that I anticipated unfairness any more A 
than I would have if I was making the same reppesentations to a 


body outside this House, because that really wasn't the thrust 
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of my submission to you. be 
Mr. Renwick: Not in any way. It was a most valuable [ 
ea oA Si 5 Wak a 2 
contribution. | 
Mr. Laidlaw: And I don anticipate that. [ 
‘thie eamiarentaatle wane 
Mr. Renwick: Because we have problems ourselves about 
the onward development of the committee system of the Legislature. [ 
We want to do it properly. f 
Glen i 
Mr, Chairman: Mr./Hodgson. 
nm. ii 
Mr./Hodgson: Mr. Chairman. I hope that counsel will fF 
tinea nee \give | 


caution witnesses where it is needed and” Re such protection as ' 


necessary towards those witnesses if such occaslongshould arise. 





I also want to go back to anotherearlier comment about the 
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limitation of two possible hours @ aay or three possible hours a 
and Is 

day. It seems to me we should proceed wae we have authority i 
im in F 

to oroceed concurrent with the House; this should also include | 


all dispatch to errive at our Final conclusions as expeditiously ry 
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as we can. i 
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Mr. Chairman: What is the thought of the members present’ 


Are you opp vosed\to night ™ sitti ings? 








Mrs wakker: I suppose, Mr. Chairman, the fact that we 


sit coneurrently with the 





yr, Chairman: You mean the question period? 
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Mr, Walker: No, the period up to 2 o'clock cee the 
>» 4 
day IKQ2 Morning - 


MR. Deans: The House 43 not sitting then. 
nae 





Mr. Walker: I know it isn't; that is precisely the 
poinu £ matte , tet I do not think thats. 
Mr. Chairman: We are not limited to sitting conrurrentl 
Mr, Walker: We are not limited to sitting when the 
House is sitting. We may sit aemmxat times other than when the 


House is sitting. 5 
Han QS LP orrh 9) bY 
Mr. W. Newman: May I Succes > Ses RSS “sittings 
ea. Tuesday from 3 0 ‘clock to 6 o'clock of Tuesday from 8 o'clock 
afternoon. 
to 10 o'clock; and | yednesdaysalFon 3 0" Clock to 6 o'clock: amd 


Thursday 3 o'clock to 6 o'clock and 8 o'clock to 10 otelock at 


Mr, W. Hodgson: 10:30 pm. 
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Mr, Bullbrogk: You obviously have available to you 


Lee neal 


starf and talent that we don't. When do you do your constituen 
Me. W. Newman: The mornings, about 6 o'clock. Try get 


Mr. Chairman: You spoke 580 quickly Mr. Newman that I 
i ) 


didn't -- 
t wan, é 


Mr. W. Newman? q-stiegested we sit Tuesday, Wednesday | 





ft ti 
Thurscay anyway from s abit el to 6 orelock: iGtat. 
I H . y) s : 


Mr. Chairman; That was the thought. 
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Me. W. Newman: Why not sit 
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Tuesday and Thursday event 
also from 8 o'clock to 16 ofelock? 


r. Chairman: Tuesday and Thursday evening;from 8 o'%¢ 





H-23-3 


Mr. W. Newman: Or 10:30, whichever you like. 





Mr. Chairman: Is that agreeable to the majority 








Mp. Gaunt: I am wondering, Mr. Chairman, if for the 
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first week we take the 3 o'clock to 6 otelock time and see how it 
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, because it may go very 


faimman’ That's I think a good argument. At least 
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Mr. Deans: I just wanted to clear on something. Is it 





hecessary to swear witnesses? 


Mr. Chairman: That is a good point. 
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Mr. Bullbrook: Q@mxkx The order says examine under oath.” 

Mr. Deans: Does it say examine under oath? 

Mr. Bullbrook: I believe it does say; yes. 

Mr. Chairman: That solves that problem. 

Mr. Deans: That's what I wanted to find out. 
BA Mr. Mhairman: Mr. Shipley Says he would like them to be [ 
aids 
sygrn and the order says so. Mr. Clerk. would you be prepared to 

f os Z | 

Swegr these people’! 

Mr. MeFedr@edis : Certainly, to examine witnesses under | 

z hi 
oath: s 

Mr. Deans: The chairman would swerr them in, surely? 

hed some Shibley?: Or any member of the committee is usually 

authorized. | 

Mr. Bullbrook: Before you finish,are we not going to i 

ern ernene ie 
Sit on Wednesday“s at all? Is it Tuesday and Thursdays? : 

Mr. Shibiey: No, it is just this week that I understand ! 
you can't sit Wednesday. H 

Mr. Chairman: Yes, we are not to sit tomorrow or : 
Thursday, Mr. Shisley wants some time for preparation. Next wekk UI 
we-will sit Tuesdays , Wednesday and Thursday from 3 o'clock to \ 
6 o'clock. The Pollowing weeks we may get into the evenings on soneg| 
of those days. Nod you have all got copies of the contract which it 


i 
% 3 . ~— a I 
I expect you to memorize for’ the next meetines. | 
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(Mr. Chairman) 
matter of Speaker's warrant. I discussed it with Mr. Lewis and 
Pp 
told him thay the resolution that we had made here, the decision 
A 
that we wanted all people summoned by Speaker's Warrants, Ye has 
evidently discussed it with the Speaker of the House, that is 
Mr. fara I didn't discuss it with the Speaker, but I discussed@; 
With Mr, fees He says the letter that the clerk would ordinani} 
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send out is the authority; that they only .use.these writs ,.or 
Speaker's Warrants, after a refusal and that ieecestn new You 
can say differently as far as the Workmen's @ompensation Board is 
concerned. But In effect, I think the Speaker has told us, no, 

he won't proceed this way. That has come to me through Mr. Lewia 
not directly from the Speaker. Now Mr. Shipley, do you have anythi 
to ddd to that? You were there when I was discussing it with 


Mr. Lewis. 


Mr. Shipley. Yes, your chairman and I both had the benef 





of Mr. Lewis' comments ae I must tell the members of the committee 
that I am not terribly anxious about this problem and that we can, 
in very large measure, rely upon the cooperation already demonstrate 
by counsel for Hydro as well as counsel for Canada Square, amuse 
Aas with other types of »riBetn ngs, anly unless andunt4 it becomes 

ecessary to have a warrant issued in the sense that someone will 
not respond to a request to attend, should the ee 


Mr. Chairman: Sort of like a bench warrant, is it? 


Mr. Shibley: That's right, .amdI think that is probably 





Speaker's attitude in the matter. That it is quite an extraordinal 
thing to issue a bench warrant and a Speaker's Warrant shoudd only 
be used if necessary, HBukxkaxfagaxx 


Renwick: 2? 
My, Makkamx RuzxznxakRaazxail Some judges issue bench 


en 
warrants just like that. 
Mr. Walker: 2 
Mereaa___ In effect, all people are being treated 


equalivy in this wn itpat they will, receive. from the clerk I cuess 1 
“ = 

would be Kas or the Speaker, the request to attend and failing the 

attendance receive the appropriate subpoena’ 


Mr. Chairman: In other words the request or the letter # 
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the Speaker is the demand? 
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IN effect, it is a warrant,.so0 I think we 


are accomplishing the ends that we may well have desired. 


Mr. Chairman: But the letter is the demand. 
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Mr. Renwick: My point was simply that all witnesses be 
- 








treated identically and that nobody be able to say, wéll,one came 


under one auspice and another came under another. 
bP 
Wi 
Chairman: They Saad all have the letter of demand 





Any other business to come before the committee at this 


| 2 
Gentleren, thankyou for your attendance. 
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We are adjourned. 
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The committee met at 3:10 OCLOGG. ooh vt Cie 
members* board room, 


Mn. Cheivmans) Ladies and gentlemen, we have e@ 











quorum, We now have a representative from each of the three p: 
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sO i think it is reasonable that we stoutd proceed and 7 call this 
third session of our new Hydro building committee to order. 

LaS8t fieeting we were discussing what rights, if any, 
counsel for witnesses might have to intervene. We adopted at 


that time that they would have to ask their questions through our 





Own counsel, Mr. Shibley, but I did agree that I would discuss the 
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matter with Mr. Lewis, the Clerk of Now, Mr. Shibley 


wasn't present at that meetine that was Subsequently held but the 


at 





three counsel that are with us today were j3after some discussion, 
who 4 
. > 5 i Ni ee § 
this being a Select Commit cee, Mr. Lewis, and. those. of us /vere 


present thought it might be all right to allow counsel Los Yaene 


to ask certain questions at certain times. Now, that would be 
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when counsel for a witness thought something that was important 


a) 


had been overlooked or a question not asked and at that time they 


ight rise at the end of the examination by our own counsel and 





request of me, leave to ask a few ouestions. I would then put 
the matter to the committee and say, "Committee, is it your wish?" 
or words to that effect, "Is it your wish that you hear fos or pera 

some d 
Mr. Se-and—-So to ask this a ee QuestLone 7 and AP ugou agreed. he 

aS a 

wera would then proceed to ask those questions -but the committee 
could terminate them at any time if the committee thought they 
REVOLT ais. 
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but [,again,said it was the committee which would have to determing | 

4 a 
whether that was a reasonable procedure or not. I now ask you tom 
cive some thought to that. But I wowld -ask Mr. Shidley, since 


he wasn't ts there, if he has any comments to make in :regard 0G 


n) 


the suggestion. 
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Mri Shibley: -Well, let me say to begin with that 
I-regard counsel who are retainedfor Hydro and for Canada Square 
very highly and it would doubtless peliege me somewhat if they 
had the opportunity to participate. ly concern is as followsg 
First, that normally if this were another type of proceeding 
a witness would be called as someone's witness and in respect to 
that witness there would not be permission to s=a—ee lead nim, 
the cross-examination to take place by others opposed in interesu® 
to that particuler Wicness. It would create some guestion in 


+ 2] 5 4-3 = -j + a 
my mindvas to the form that an 
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xemination by ovher counsel shoul 
it is someone from Canada Square in my view it would 
be wholly ane: nopropraeve Por counsel for crate company tc be 
permitted to examine witnesses from his own client, so ta speak. 
And certainly inappropriate to permit cross-examination, and so 
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Now, that is the difficulty that obtains once you 





adopt a posture that some kind of a eontest is under way ras opposed 


o this committee being a fact-finding committee. 
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The other comment I would like to make is that the 
House itself appears to have established some kindof  precedeng 
in the Workmen's Compensation Board case. in-thats particular 


instance, the House apparently considered it necessary to pass am 


erder of the Howse for payment of other than the commnitueels 
eotnse! but eves then restricted participecvion byssuch counsels “Ss 
Pro einer Orbe ace pee eee evo (nO rwiPO bon esr Cet OG csc 
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questions. By inference theréfore) thet:House Sens to 


Petal Ned inte Lee lt the right to say whether 


House shouid have other counsel parties po 





authority g vested in it by whe order’ vet: the’ House . When one 


looks at the order proper, there is nothing in it, in 


extends to the permission to permit the committee in its turn to 
have other counsel introduce questions to witnesses. Sea 
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tne view Of tehe individual Private Gitincens before US, Sos 
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Private rights before 4 PUD lie body Such as this committee", 


£ think that that, Mr, Chairman, States the View 
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1 fe depth ana LOO much Sympathy, the Submission made by 
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2idlaw ang Dy Kir, Genest to the committee 


s Chairman - Any othep comments? 


MoS APs Weld. ip. Chairman, my only comment | 
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Somewhat com eting interest 
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LEGISLATURE OF ONTARIO 
SELECT COMMITTEE —- HYDRO HEADQUARTERS 


The committee met at 3.10 o'clock, p.m. in the 


_members' board room, 


Mr. Chairman: Ladies and gentlemen, I will call 


I want to just get the committee's thoughts in regard 
to our meeting times*next week, i understand, in talking to Mr, 
Shibley, that hem expects that Mr. Gathercole will be involved 


all during today's hearing, but next week I would propose that 





we meet Tuesday at three, Wednesday at 10 until perhaps 12 or 
one, probably one$ and then come back at maybe 2:30 and go on 
until six; and Thursday again at three o'clock. That would 
|leave both Monday and Friday without a meeting. Is that 


agreeable to the committee? 








| Mr. Gaunt; I would suggest from iqgg 10 to 12 
and two to six. 

Mr. Chairman: All right, on Wednesday you prefer 
‘Lo to 12 and two to six. All right. | 


Mr. R. G. Hodgson: Is there any chance the House 





| 


is going to sit? 














Mr.Deans: Yes, 


Mr.Chairman: Well, that is on the basis the House 
| ics dbs 


will not be sitting. If the House sits, then, of course, we 


will carry on at the three o'clock hour. 





Mr. Bullbrook: I think we should clarify that, ven 
if the House sits, I know we can't be available during the question 
period, whenever that will be, but I would like to see us sit 


concurrently with the House too. 














Mr.Deans: Well, Mr. Chairman, if I may, my under- 
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Istanding is that the House will be sitting Wx Wednesday? that 


| 





May 24/73 | ho a , 


Vs 3.10-3.15 p.m. 
| (Mr Deans) 


H#7 3-2 E.M. 


this 


then as we now sit, Tuesday; Wednesday, Thursday ps 


\* Mr. Bullbrook: Do you see any objection to sitting 


\Wednesday morning? Becalise our reticence before was because we 


had other gimehaman committees going on. But it seems obvious 
we are 
now that iahemanieane going to be a long time on this, g@ and 


|r think you shoudd really consider Wednesday morning. 





| 


anyway , not Wednesday morning. We will meet at 10 o'cldck on 


Mr. Chairman: Mr. Allan? 
aa F 
Mr. Allan: There is a committee called the public 


accounts committee that meets Tuesdays and Thursdays at 12:30, unl 


te@o. I hope you will keep that in mind. 


? 


Up Ll 
Mr. Chairman: eép that in mind, all right. Now, 


we 


Wednesday, of course, emer set aside for private bilis , and 
jthere are no private bills now, so that Sqggeeent would open up 
|Wednesday morning. Even if the House does meet, let us plan 
eaineet immediately after the question period. If the House 


& 
doesn't meet, then we'll commence at 10. If it meets, we 


will commence at 11 and maybe go on until 12 or so. 
Mr. Deans: The Legislature won't meet in the 
morning. 


Mr, Chairman: No, it won't meet in the morning 





' Wednesday morning and we may have to not carry on until three 


‘\O'ctock on Wednesday. 


With all that confusion, I am certain everybody is 
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Mr. Genest: No, I am not, 


Mr, Chairman: Not clear? 








Mr. Genest ; No. 
Mr, Chairman: All right, let's review it. We 
EERO UE TS 


‘ 


a 





meet Tuesday at three and Thursday at three, If the House meets 

if on Wednesday afternoon, we will in any event meet Wednesday morning 
at 10 and go till 12 sand if the House does meet, we won't start 
again until three. if the House doesn't meet, we'll start at 

two. 

Mr. Genest: Mr. Chairman, there was some discussion 
about evening sittings. 

Mr. Chairman: No, I don't think we'll have any 
evening sittings this coming week. Now what we do after that, 
we'll have to decide next Thursday. 

ui Mr. Genest: Mr. Chairman, before you start the 
formal proceedings, I wonder if I might just say one or two words 
about an objection that I made late yesterday, that I think maybe 
| Was misunderstood, in particular by Mr. Renwick. 


Mr. Chairman: I'11 assume the committee is agreeable 





| to hearing you, sir. Proceed. 


| Mr. Genest: Thank you. No, I just wanted to make 
the position clear, What I was objecting to was not in particular 
; 

| the line of questioning that Mr. Renwick was putting to Mr, 


Gathercole when he was asking Mr .GAthercole to tell the committee 
a 
what he took from WWE message that was addressed to him. My 
objection was restricted to questions which are asked of a 


, witness to interpret a document that was not addressed to nay 


interpretation of the meaning 














help. The author of the document itself can, of course, 








sak eile alae 4 anes ts 
gale gadsanbol “aaa dina oan £6 ity ow ite ont x0 


: 


Cuma 2 aie aw thom gene eeuce edd 32 ea, 


ay - ae 


1m, Sehme@ EL" ow to Cia lbiael sook odd Ih oun 


aoleeuegh heed anv feds , hears sat® 1% ; zoned e | 


.sanis¢ia yutasve quo 
4 ; = a os 
eis aan Lftee aukt? Pech i ov. danarted? .2 
Jadd. 1@@le ob se tary won 4ooyW Be }moo ofaz egnitite ma 
‘petuc? txen sbleek of evad Lf 9 
efi? +2276 doy @toTS’ ,feiri.si- aN ;teeteD .1M 
wed @6 em den Brel, 20a- . + teabaow I , epntbesooig lar 


htt Lb ahd? ovAivtwsgey =t4l eee i taeda nottostdo a6 Jue 


Xotwreil WM ey aBpluotlgtad nt , bootetebavetm 





= ft apediativs ag emwren L1°4 + ecaun"s Lapel a 
/feepost tha ,HOY% BOLTESG 

pode feet CQO paoy, Anedl ‘geonnD .«1M 
rn > San thaw oF gaivoswic w 2 Jaci  taolo noldieog 


giidti) sav Aetene % jai? natdolgesap. to entd 
‘5 oad ited od elostecige.i" grtues Sw et modw elooteng 
a = 

tr Oc Beguatvbe.efy fens BR veom at mort acoty of Te 

ho nae ita Qabte saotseaeup of Sototrseet saw nolwoeg 


uf oF baeteetis Jan gee Jad wemusod B serqtedalt oF seow 


mm os? To “hel tavenqueent selene etd ovig oo 4 
: oF . 
to wt 22 ane ones I 2 wots ttn ong jaemuoob Jeng} 


100 0 4 ABU Siuedl adxiiasob ey Yo tondus eat «f 


May 24/73 ; 


3.10-3.15 p.m, 
H-7 3-4 E.M 
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(Mr .Genest ) 


an. 
explain it, and subject to hae ae anterprétatien is 
taken from the words used in the question in the committee ‘and 


it is not ope rtas in my submission to have a person who 


didn't wrgfite it and to whom 1t wasn't addressed ae. interpret fa My | 
plete wae, Maliicleel Lo @ 


f Mr. Chairman; In other words, the documenta speaks 
for itself unless you ask for the person who wrote it or the 


person who received it. 


Mr. Genest: That is the position I took, 
nt 


(Tape H-74 follows) 
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Mr. Renwick: Mr. Chairman, just one minor question: 




















On the question of these exhibits, are you, Mr, Chairman, os or 
is counsel keeping a record of those that w have in fact been 
formally admitted? I assume we are introducing these exhibits 
subject to proper --- 

Mr. Chairman: Identification later on, 

Mr. Renwick: --- identification. I just want 
(to make certain that in the course of the proceedings we don't 
lose sight of the fact that some of those documents are not 
properly identified as yet. 

Mr. Chairman: I believe I have noted that every 
i pime me we have entered one that wasn't properly identified. 
\q will continue to do so and I think Hansard picks that up. 
But I have in my Own personal notes made a note that it wasn't 
properly identifiea, But I think there won't be any problemg. 
Mr. Renwick: I understand that, it is just a 

| question of doing it so the record is clear. 


Mr. Chairman: We are doing it later on so that 





is proper. 


Mr. Genest: Mr. Chairman, perhaps I could be of 











| 


assistance to the committee in that regard. Most of the documents 


q 


| 
\ 


i 


Hydro is concerned when we have given a document to Mr. Shibley 
t is a genuine ee eras ai Mr. Shibley's statement that it 
has been taken from Hydro files as far as we are concerned is 
Waarricient proof of that document, without requiring in every 


| r 
Case that the witness who wrote it be called because 3 his 


|» otturwise. | 
evidence is not ie menombe 


Mr. Renwick: If a more informal way of identifying 
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(Mr .Renwick) 


documents could be achieved, that is all to the good. 





Mr. Chairman: Thats he1p$ub., Uehhdne I assume then 
if any document 1s produced which you question, you will certainly 


| xk let us know. 


Mr. Genest: Yes. Co am 


Mr. Chairman: All right. Mr. Shibley, back to 




















} you, str. 

| Mr. Shibley: May we have Mr. Gathercole back? 

| Mr. Chairman: Yes, I am sorry, Mr. Gathercole, 
af you will come forward again. And I would propose to break 











as we did yesterday at our last pees and again I would remind 


_ you that you have been sworn on the first occasion. 


Mr. Shibley: Mr. Chairman, counsel to Hydro has 
asked me to tender for exhibit certain memoranda which the 


Chairman has issued under date of May 23, 1973 as follows: 











They are all to the same effect referable to the production of 
documents ay@ I am not going to deal with them in any detail, 
— but there was a memorandum issued to all commissioners, Mr. 

E., B. Easson, "Please examine your files for any documents, 
correspondence, etc. . . . Any such material will have to be 


made available to the Select Committee appointed to examine and 














review .. . should be delivered to Mr. EEE OG is responsible 


i 


to Mr. Gordon for the assembly and co-ordination of this 


information". Make that the next exhibit, please. 


Mr. Chairman: That is Exhkbit 27. 


Mr. Shibley: Then a similar directive from 


Ht} 
i 


Mr. Gathercole dated May 23, 1973 to Mr. Gordon, general manager 


| "In my testimony before the Select Committee of the Legislature 


| yesterday , I was asked by Mr. Shibley to check again for ay any 


‘material which we may have concerning the consideration by the 


| 
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(Mr. Shibley) 


| Commission or its staff on a lease~purchase arrangement 


| please undertake this examination of our records and files. .., 
os. Shibley observed there seemed to be a dearth of such material 
| during the period in question and I would be pleased to receive 


iyour comments. . ." 


Mr. Chairman: Exhibit 28. 





Mr. Shibley: Then another directive dated May 23, 
1973, from Mr. Géthercole to the general manager, Mr. Gordon: 


| a, This will confirm my oral instructions 





given to you on April 30th that all files and 








records, including all documents, correspondence, 
etc.. . . in any way pertaining to the agreement 
- © e be gathered together in order Sivate they may 
be made available to the Select Committee .. . 


*Please ensure that this instruction has been 








fully carried out". 


Mr. Chairman: Exhibit No. 29. 





. Mr. Shibley: Then, finally, a further directive of 
May 23, 1973, directed to the Secretary, Chief Engineer, Assistant 
General Managers, Executive Directors, Directors, R&gional 
Hanagers and Managers (6). This is a memo from Mr. Gordon, 
general manager: 
" 


In order to ensure that all of the 


| documents, correspondence, minutes, memoranda, 





notes and other papers belonging to the Commission 
and in any way pertaining to the agreement for 


iI the construction of our new head office building 






































have been gathered together so that they may be 





. made available to the Select Committee , .,//, 


which is examining this matter, would you please 
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is H-74-4 EM. 
(Mr .Shibley) 


"cause a review to be made forthwith of your 
Branch or Divisional records and files for all 
such material and deliver the same to Mr. Durand 
who is responsible @ to me for the assembly 
and co-ordination of this information", 

buf 
I did not receive a dozen copies of these age I 


| don't think it is necesary to distribute them. Members of the 











committee might make a note, however, that there is a void in 
: their 
| feimmehi exhibit books of those exhibit numbers and that they simply 


ye A 


_ relate to the directives that have been introduced. 


| Mr. Chairman: The last one is Exhibit No.30 and if 
| anybody wishes to see them, they are here. If you speak with 
| any authority, Mr. Gathercole, that should do the trick. 


| Mr, Gathercole: I would think so. 


8 & 
| Mr. Chairman: Does that satisfy you, Mr. Renwick? 





| Mr. Renwick: Yes, Mr. Chairman. 


Mr. Shibley: I would like to again express my 





| appreciation for the efforts of Hydro in collating some of this 
| 


| information for us. acre mae 








(Tape H-75 follows) 
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—thts-informatien—for_us, I might say that they have also been’. 


working very hard to provide an indexing for some of the 
documents; and we ® are, I think on both sides, burning the 
midnight o11 to present the whole of the material to you, 

Mr. Bullbrook: Mr. Shibley, may I ask you a 
question? Do you feel you have sufficient staff available to 
you to undertake your obligations? 

Mr. Shibley: Yes I do. The only deficiency I had 
up until today is to have a third person help cart the material 
into &he this building and I have brought my law sm student with 
me today. Mr. Bell and I are carrying on almost| a continuous 
basis presently, to effect a current review of the material as 
it arrives. I should tell members of the committee I have today 
received, but have not yet inte} agi libs files of Canada Square 
which have been volunteered to me, and Happily agit oe 
effort, we will have a four-day interval for me to reqaxthat 
material. Just so that you know that the time really intervening 
between sessions is not really lost in the early stages of kha a 
hearing becamac I am concurrently preparing, examining, preparing 
and presenting the case, bernaps later, once the whole of the case 
is within the area between my ears, prolonged sittings would be 
in order; even evening sessions if you are willing to sit. At 
the moment I am usefully employ saat the intervals that elapse. 


Mr. Bullbrook: I want to clarify Shamehecteas 








my concern tims it is quite obvious from the conduct 


of your examination thus far that a great deal of work has to go 

into it. I wasn't thinking of your own internal staff; I wondered 
to 

whether you felt that you needed additional staff Bs the committee 


available to the committee. 


Mr. Shibley: Thus far, no. I have to tell the committee 


Ee TS 


also that I am feeding material to Mr. Saiitey cartwrient and I 


1S fan 
have yet bag any opportunity to confer with him. We will be a 


little while before we reach the financial facets of this 
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H 75-2 May 24/73 
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( (Mr. Siidies> PLG 
transaction. I think it is of the substance of this committee's 
deliberationsto consider whether the agreement was a providents 
sounds business agreement, aa” I intend to direct a lot of 

“ tnguiry in that area when we deal with the people from Hydro who 

; Ae on their finance end, primarily people like Mr. Dean and Mr. 

Cameron. Those people & will be called and I will have had the 
benefit, I know, of advice and comment from Mr, inkheny Anson— 
Cartwright by that time so &mak as to conduct an intelligent 


examination of those witnesses. With respect to certain other 


possible witnesses, I have arranged for the clerk to write letters 








indicating that their attendance will be required ag a preliminary 





to follow-up communication from me, intended to bring about an 
interview aus That is down the road a piece as well, There is 
the modus operandi under which I am following up. If any members 
of the committee, amyhave any Shatrice (one tees me to proceed 
otherwise, I would be glad to smamxikx receive 4 thew. 

Well then Mr. Gathercole, I want to turn Agw your 
' attmention now to the matter of the financing for this head 
office building, You have madex it clear that prominent 
consideration in your decision to do a lease-purchase transaction 
was the need to avoid affec#ing your ordinary borrowing sources, 
| qs that correct? 
Mr. Gathercole: Yes. 


Mr. Shibley: And I refer you first to a letter to 





| you dated February 17, 1972 on letterhead of Safrance and 


| Associates Research Limited, directed to you and signed by John 












































| Safrance. Do you recognize that letter? 
Mr. Gathercole: Yes. I do. 
ATS 


Mr. Shibley: May we have that made the next exhibit 
SS A 


please? 


Mr. Chairman: That would be Exhibit 31. 





. Mr. Shibley: Now first Mr. Gathercole, I understand 
eS ee ee 5 














| that Mr. Safrance was formerly with the finance division of Hydro. 


| Is that correct? 
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Mr. Gathercole: I am not certain whether it was 






the Finance Branch, but he was a former employee of Ontario 


Hydro. 


Mr. Shibley: Yes, the organizational 
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chart that has already 


imcic ates 
been put in evidence <detiiismertumendiees —- Exhibit 1] - [that he was the 


manager or economic consulting ee ee in fact was a superior 
of Mr. Cameron, who has bean referred to in the course of the 


| evidence, Is that correct? 
| Mr. Gathercole: That is correct. 


Mr. Shibley: So that he was the person,Mr. Gathercole, 

















Ae 


who would be familiar with the financial and economic circumstances 


Mr.Gathercole: Yes. He would have knowledge of them. 





| 
of Hydro? Is that correct? 
| 





Mr. Shibley: And he has latterly established his 
Own business under the firm name , in fact it is a limited company, 
Safrance and Associates Research Ltd. Is that correct? 


| Mr. Gathercole: Yes. 














| Mr. Shibley: I refer you to the letter which is 


“now Exhibit 31, wherein he states: 


| a I have been in communication with Mr, 


| Henry Sissons and Messrs. Harold Banks and 


| 
Milan Nastich ---" 

| 

Now,those three gentlemen are all &ke people within Hydro's 


organization; you have described their functions: 


~-- regarding the possibility of financing 

/ the proposed Ontario Hydro Head Office. 

| As you may be aware, $35-40 million can be 
made available for the completion of this project, 
at rates competitive with Hydro's prime borrowing 


rate in New York. This money can be made 





available from a single source of insurance capital, 


thus increasing Hydro's funding capability beyond 
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| H-76-2 E.M. 
(Mr. Shibley) 
"normal channels of long term financing (1.e. 
does not compete with traditional Hydro 
financing). 
While we would prefer dealing directly 


with Ontario Hydro, should you decide to complete 


the project on a lease back basis it is possible 





that the same terms can be made available to the 
developer. In any event, I will be in touch 


with you to arrange a meeting to discuss this 




















matter in the near future", 

Now, Mr. Gathercole, with respect to that letter, 
first of Pe Nhl he you aware as at February 17, 1972, that there 
had been earlier communications as between Mr. Safrance and Mr. 
Sissons, Banks and ean as referred to in the first paragraph? 


Mr. Gathercole: I hadn't been aware that there had 




















| been at that time. 

Mr. Shibley: You had not been? 

) Mr. Gathercole: No, I had not been aware. 
Mr.Shibley: All xvigeht. Sothat the first 

| communication to you of the availability of an alternative source 
| of funds as indicated by this letter was the letter itself 

| of February 17? 

| Mr. Gathercole: As far as I can recollect, that 

| was the letter that he wrote to ene I subsequently referred 


it, Welieve it was,to Mr. Sissons, as I understand. 





or the 
Mr. Shibley: “Yes. Iwill get to that ; moment , 
I just want@g@ you to confirm or otherwise indicate to this 


committee whether this was the first time you were informed of 





the proffering of $35 to $40 million worth of financing by Mr. 
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(Mr .Shibley) 


Safrance? 


Mr. Gathercole: That is my recollection; that 


is the first time. 


Mr.Shibley: And you note that he indicates that 


—— enna 


this money is available at rates competitive with your prime 


Would be a 
that “eee significant 


circumstanceg respecting the funding of this building? 

Mr. Gathercole: It would mm certainly have some 
relevance to the project that we were seeking to finance. 

Mr. Shibley: Yes. I will come back to this 
letter in a moment referable to its not competing with your 
conditional suurces. You started to make reference and I 
want to make the picture complete before we go back.» I produce 
to you a letter dated February 21, 1972, which is your answer 
to Mr. Safrance, which we can make the next exhibit, 32. 

Mr. Chairman: Exhibit 32. 

Mr.Shibley: Wherein p=) 


Mr. Genest: Mr. Shibley, may I interrupt at 





this Stage because I think the committee may be misled. In the 

papers which I have, and I hope Mr. Shibley has, is a memorandum 
yest a few days A tee 

of February 14, *sttepiemeeimntems. Hetoee ae Tet tee of the 17th, to 


Mr.Gathercole, from Mr. SA,gagreueetaptefbeasore too 


(Tape H-77 foll0ws) 
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(Mr. Genest) PLG 
balote—tebe= epi G i Gorell bimcthaldeol lL nicl tance datectsbtiney mais 
Sissons, informing Mr. Gathercole, really of wee what Mr. | 
Sissons was saying; ~what-Mem. Safrance was saying in his letter 
of February 17. | 
Mr. Shibley: Thank you, Mr. Genest, I have got that 
document. It is out of order but I will will get to 14t. I am 


sorry, Mr. Gathercole if I have misled you in any way by the 





form of my questions, so I will come back to it again. Thank 


om, Mr. Genest. 


I just want to get the exchange with Mr. Safrance. 


On February 21 you wrote back$.. 





"I..acknowledge your letter of the 17th. We 
have not reached the point of making a 
determination of the method by which we would 
obtain funds for any head office that we would 


build. However, you may be sure that your 














proposal will be given very careful consideration 
and when our plaas develop we will be able to 
| discuss the matter further with you. Yours very 


sinceremly". 


| And then, 
| "P.S. I have arranged with Mr. Nastich for 
| you to discuss your pax proposal with him} 
and a copy of your letter went to Mr. Nastich, so your 


| first response was —= at lease one of your responses to his 
| mr es to answer it in those terms, to reference the matter 
to Mr. Nastich, Ana then Mr. Genest has helpfully reminded me 
that there was a memorandum also dated February 14, 1972, from 
Mr. Sissons to yourself, that I will ask to be produced to you 
now and made the next exhibit. That would be Bxhibit 33. 

Mr. “salina. 535 

Mr. Shibley: This is a memorandum again: 

"John Safrance, formerly of the Finance Branch 

and now in private financial practice, has 


| discussed with Mr. Banks and myself from time 
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"to time, the financing of the new building. 

He has now confirmed that through Wisener 

and Partners, and Merrill Lynch in the United 

States, {35 or#40 million Gaillews can be made 

available from a single insurance company 

source at a rate very closely related to our Pre 

Bese long-term borrowing rate in the United 

States, (probably one-jmhalf per cent higher), 

presumably as a first mortgage, directly with 

Hydro rather than with a developer. While I 

Wave indicated to him that our first preference 

would likely be for a completely packaged 

development on a lease-purchase basis, I thought 
this should be conveyed to you.” 
That is signed by Mr. Sissons. 

"P.S. He will probably call your office in the 

.next few days for an appointment, so I have 

told him that I am not sure that more detailed 

discussion of this possibility would be timely." 
Now did you also receive that memorandum? 

Mr. Gathercole: Yes I did. 

Mr. Shibley: So the cheandteyy really was, you 
got a amemo on February 14, 1972 as I have & oni be rather 
than have himself follow up@ on an appointment dgiaey w Mr. 
Safrance seems to have decided to write to you on February 17, 
and you answered his letter on February 21. Mvaeqdeniqepemits 
SEE eS aaeee. 

Mr. Gathercole: And Mr. Safrancea's letter was the 
first that I had received from him. 

Mr. Shibley: Yes, and in fact, I should have put 
the question to you in this form; until February 14, 1972, you 
had not received communication from Mr. Sissons, @ or Mr. Banks, 
or anyone for that matter as to the earlier communications from 


Mr. Safrance offering finance? Is that correct? 
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Mr. Gathercole: Yes, that is correct. As far as 
I am aware this is the first information I hade had on this 
subject. 

Mr. Shibley: Now then, you then in turn, by memo 
dated March 9, 1972, which I m@@ would ask be made the next 
exhibit, 

Mr. Chairman: Number 34. 

Mr. Shibley: You took the further even tt see by 
this memorandum, of that date, directed to Mr. Sissons; 

"Re your memorandum of February 14 referring 

to the proposal of John Safrance to undertake 


the provision of money to finance the 


construction of the head office, <qedupuieigmaee-so 
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r.Shibley) > et 


Oo unde ike-the-groviston of hyres te fama the 
on- of the head—-office. believe we should keep this 





proposal in mind in the event that it could be to our 


Fe AME i i ea 


Brantdves tr anterseana that Mr. ae 18 assembling 
proposals from a number of prospective develovers and 

[ should like to make 2 submission to the Premier and 
yther members of the Cabinet early in April. ‘The matter 
expediting the construction cf the head office building 
fas been discussed from time to time and i am desirous 

Mf making as much procrress az possible 

Did you write that nemorandun Mr G< 
Mr. Gatheresie: by A i 0 5 Om 

Mr. Shibley: And doés that memorandum truly - 
eflect your thinkin as of March 9, 1972” 

92 igh *. Gatherccie: Yes it does, 


Mr. Shibley : AY right.) Advert to the fact that 
peather-when you said "{tzlieve we should keep this proposal 
n mind in the event it could be to our adaantare" 'were you 
#111 then considerinr the use of another method of financing 
| the new head office buildins as late as March 9, 19725 


_Mr. iA sche ie Mr. Chairman and pentiemen we 


2 En ws megan mas ome 


fre keeping, all ne chibds open that would be available to 

us to realize our objective. because we hadn't made any 

| ecision as to which course we would pursue s which course 

uld prove to be the most economical or the most practicable | 
And so my feeling about it was that here was a man who was 
ubmitting a proposal and we ourht to examine it. 

iy | Shibley: Now the other interesting portions 
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thelommittee , to be an important memorandum, is that it goes 


on and states, "At present I understand that Mr. Candy is 


2 SS a 


assembling proposals from a number of prospective developers." 


ae a aa oe 


Was that your then understanding? 

Mr, GAthercole: Yes, it was. 

| Mr. Shibley: Now ,then in that connection Mr. 
_Gathercole, had you yoursek, and I'll be getting into this 
Bin depth with you a little later, had you yourself been 
involved in exchanges with other prospective developers by 
this time? 

Mr. Gathercole: I had had a luncheon meeting 

‘with Mr. Diamond of Cadillac Development Company, I believe 
he made the approach or had been referred to meee I had 
a luncheon meeting with him, and I believe it was on November 
29th, I believe, that would be 1971, ama, At that meeting, 
besides Mr. Geman Candy, there was the general manager, 
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Shibley)~ 

a, Bendy was pursuing proposals from other prospective 
developers? 

Mr. Gathercole: He was pursuing the examination 
a other proposals, nothing was rejected. 

Mr. Shibley: All right. Then the memo goes on, 
Should like to make a submission to the Premier and other 
members of the cabinet early in April". Now what did you 
intend in that respect! 


Mr. GAthercole: What I intended was that while 
LORETO were OE 










we had full authority to mux proceed with the building, 

we very well knew, knew, that the matter had received a good 
deal of attention, it had been the subject of debate in 

he Legislature cecieem. I thought that the province would 
ave a decided interest in the fact that we were proceeding 
with the building even though we had full authority to do 

50, and therefore that we should make some presentation to 
he Premier and the cabinet, if they were disposed to wkax 

Ish to have us make a presentation. On the other hand, jf 
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cosmos that the responsibility was ours, then we would 














roceed to carry out that responsibility. 


Mr. Shibley: Did you in fact ever make a 





mission to the Premier or to Cabinet? 


Mr. Gathercole: No. 





Mr. Shibley: Why not? 
Mr. Gathercole: Because it was our responsibility 
ito proceed with the building. We had the authority to do it. 
We ae; 

l@ had been engeged in the preparation plans, going back 
to 1968. We got a deferral and had accepted because of 


; delay 
jeconomic conditions principally, @ Geferral or ates 


(it was a deferral and thai et of the plan and so we 
just felt that it was our responsibility to go ahead. 
Mr. Shibley: Well Mr. Gathercole, how is that 





that'I should like to make a submission to the Premier and 
ther members of the Cabinet early in April? 


Mr. Gathercole: Weil, ina sense, 





wena a: CaneRRSe FOE EERO NSE YI 


I was suggesting that we get together the material and if the 


{government decided that they'd wish to review our plans 


Ns 


Mr; “Shibley:; Yes: 


ery 


Mr. Gathercole: That was the only reason. 


ew, 


Mr. Shibley : 





Well we may come hack to that. I'd like 
} 


ano eunrers 


<a 


|t0 just complete the material referable to discretion of 
‘inancing. 


Mr. Bulibrook: Egcuse me, Mr, Shibley, you say 
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EN ear LE UE 3, 


@ may come back to that. Is it your # intention to come 


ack to it? 
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ask 
Mr. Shibley: If you'd like to, further question on 


Mr . Builbrook: Would you prefer that we might — 


Somer corm reer eer a TET TEE 


Mr. Shibley: I'm Benéurnba that we = 5 
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Mr, Bullbrook: Would it interfere with your train 
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| of thought if we asked questions about it now? 


si Mr. Shibley: What I would like to complete for 





the moment is the topic of financing. And I'm concerned 

| that the committee not get distracted on the question of 
Poiicy and repor@ding to Cabinet and so on. 

So if you might defer - as soon as I've finished 


tft 
1e topic of finaneinivaged-want to go back to it on the other 
subject matter, ete 


Mr. Gathercole: May I, Mr. Chairman, draw attention 








| to the fact we are spemding now half a 2ghis@ia billion 

dollars a year on construction=- including buildings, equipment 
and supplies. None of those submissions are made to Cabinet 

d we don't require the approval of Cabinet for them. But 

| because we are building a head office dtagongally across from 
| th he farisament (uirds ings and because it had been a subject 

“of debate in the Legislature, then it seemed to me that this 
might conceivably be a matter that the Cabinet might wish to 
review. but if it didn't wish to review it, then we intended to 


| proceed ° 


Mr. Shibley: All right. Now, Mr’. Gathercole, sticking 





IEEE NS ETE 


th the question of financing for the moment 5 You have 
established for the committee what was your state of mind 
and your information as of February and early March of 1972. 
“I want to go back now to the period commencing September 3% 1971, 
ata produce to you a memorandum of that date from Mr. Farmer 


treasurer of Hydro to Mr. Dean, May we have that made the 
exhibit? J 
Mr. Chairman: Thirty-five. 


ON MO CE 


Mr. Genest: What is the date on that? 


PELs a 


Mr. Shibley: September 3, 1971, Now you will notice 





|@references - first of all, who is Mr. Farmer? 
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(Mr. Shibley) 
What is his function? 


Mr. Gathercole: He is the Treasurer —~ Ontario 





Hydro's Treasurer. 


Mr. Shibley: Yes, and he references a letter of 


August 25th, 1971; hemgcgitepoumEPesmeede he's talking about 
to 


| Mr. Dean referring three possible methods of financing and 





administration building. 


1 
“Our comments are:.. 


"1. Use of pension fund eh ae, os ar le eee 


H-80 to follow 
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: This approach was reviewed some 
gars ago and, at that time, rejected by the auditors.in view 

P the desirability of maintaining an arm's length relationship 
etween the commission's operation and the pension fund, I would 


Ht 
sider this avenue, least desirable of the three. 


Debt Financing 

Over the next few years our borrowing needs will be 
inzreaszed increasing significantly above the 1971 level. Our 
reliance on markets external to Canada will thus be very 
substantial and growing. Since any marginal borrowings will 
be required from these external markets you can appreidate the 
uncertainty involved in forecasting the availability of funds 
or the probable cost. In principf@ I would not be anxious to 
expand our reliance on these foreign sources « particularly 
where alternate approaches can be considered. 
‘32 Leasebackg 
| From a cash flow point of view this avenue would 
appear the most rewarding to explore. We have already given 
jsome thought to the general concept of leasing equipment and 
find it a relatively attractive possibility because of high 


‘depreciation rates and consequenég¢ tax recoveries by prospective 


Ontario Hydro. “ 


Now, Mr. Gathercole, did you receive a copy of that 







} 
! 


memorandum at the time it was prepared? 
| Mr. Gathercole: Mr. Shibley, I didn't receive a copy 


of it, but I generally subscribe to the views that are set out 




















Mr. Shibley: I must tell you, Mr. Gathercole, in the 


latger material, the material that was ultimately submitted to the 
2 
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Commission members, it appears that this was a very basic tenet 
upon which the Commission was being asked to proceed, was it not? 
| Mr. Gathercole: It was, definitely. : 

Mr. Shibley: Yes, tht the advice you'd had em{nating 
‘from the Treasurer was that you should be cautious about marginal 
borrowings from external markets and so on, all as per this 
memorandum. Is it fair to describe this memorandum as the seed 


iwhich was planted, or the basic information upon which that 






advice to the Commission was founded? 


| Mr. Gathercole: Yes, it was. 
Mr. Shibley: And it carried through, really, into 
all the documentary material which was support data that finally 
lreached the Commission many months later, did it not? 
Mr. Gathercole: Yes, it did. 
Mr. Shibley: All right. Well, then, the next document 


I want to produce is another letter from Safrance, dated September 








3, 1971, directed to Mr. Harold Banks, who is the assistant 
general manager. May we make that Exhibit 36/ 

Mr. Chairman: 36. 

Mr. Shibley: Now, you will note, Mr. Gathercole, 
at the receipt stamp on this document is September 7, so I'm 
presuming that this document was received by Mr. Banks in his 
‘office on that date. Is that correct? Is that your Hydro stamp? 
| Mr. Gathercole: Yes. 

Mr. Shibley: Yes. And that would be four days 
following the memorandum from the Treasurer, Mr. Farmer. Is 


that correct? 

















Mr. Gathercole: Yes. 
Mr. Shibley: Now, the letter proceeds as follows: 
Ny have been advised and would like to confirm in writing that 
money in the amount of $35 million or $40 million can be made 
@vaitanie available for the completion of the proposed Ontario Hydro 


head office. 
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iT] of 
Based on our discussions -- 


That would be discussions between Safrance and 
“Banks, is that correct? 

- , In Gatrercele: Yes o 

3-- it would seem to make sense that a single source of 
insurance capital (which has been secured by Wisener 
and Partners in co-operation with Merrill Lynch in New 
York) represents the logical approach to financing. 
The advantages would appear to be as follows: 


‘ 1. The financing does not compete with Hydro's traditional 


¢ 

f sources of funding. 

# 2. A direct financing of the Raekewe nature discussed 
} eliminates ownership by the developer. 


3. The approach énsures the minimum cost possible because 














=< ewe. 
ne al > 


Hydro is in effect, the developer and manager. 
4, All the advantages of a lease back are present. 
: 5. A vehicle for future potential diversification and 


u Hydro financing will have been established. 


“s 


"Tt seems to me we have available here the best approach 
and the logical private lender for this financing and I 


hope it will be possible for Hydro to proceed Weiteutekets. 





Tape H 81 follows 
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H-81-1 








with this important project. In the mean time, I feel it would 

be advisable to tie down the terms for the capital we have located 

on the assumptkon that a favourable decision to proceed with 

construction will be made .?? 
Now, Mr. Gathercole, would you apree with me that this 

offer of money for this project was an important piece of information 


so far #@® as Hydro is concerned? 


Mr, Gathercole: Yes. it was a proposal to provide funds, 





very definitely. 

Mr. Shibley: Well, when I say it was important, you've 
got, first of all, a responsible individual communicating with 
Mr. Banks , \dtould you arree with that? 


Mr. Gathercole: Yes. 





Mr. Shibley: And an individual who is knowledrable as 





to what kind of a transaction would be acceptable to Hydro for 
financing, qs that not a fact? 

Mr. Gathercole: ves, Phat is true, yes. 

Mrs Sribley : And the terms of the offer of monies, were 
certainly sufficiently near to what you would want to be of 
interest to you, were they not? 


Mr. Gathercole: They mav well be) lout E ere 


Lo 
Mr. Shibley: Yes, and--.I'm sorry, you wanteg to finish 
rN 


a 


your answer? 
had vy 
Mr. Gathercole: I was just going to add, I -tvmmeset seen 
this document myself, and I did feel that the Safrance and Associates 
Research Limited proposalg should be examined. Now I understand 
; ) 
1t was examined. 


Mr. Shibley: This is what disturbs me, Mr. Gathercole, 





Why would a letter of this ita ac Vs received by Mr. Banks on 


September 3, not be brought to your attention until the memorandum 
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H-81-2 

(Mr, Shibley) 

of February 14, which is Exhibit 33, from Mr. Sissons. Now, 
that's &@ delay of five and a half months, being a very critical 
period of time in terms of your deliberations and the deliberations 
of members of the commission respecting the funding of this 
pbuilding, was it not? 

Mr. Gathercole: Yes, it offered a possibility, an 


‘alternative source of funds which had to be assessed by our 


technical people to ascertain its validity. 





Mr, Shibley: Well, what I am asking you, really, 
Mr, Gathercole, is whether you should have expected to receive 
from Mr, Banks an immpediate communication of the proposal of 
Mr. Safrance when it was first made on September 3 and received 
by him on September 7, 1971. 


Mr. Gathercole: Well I would think this would 6% be 





a@ detail that Mry. Banks was fully authorized to assess himself 
and to arrive at a conclusion. 

Mr. Shibley: natures bd Gathercole, when you did find 
out about it in February of 1972. you considered it sufficiently 
important to refer the matter to Mr. Nastich —— 

Mr, Gathercole: For study. 


Mr. Shibley: —for study, and you referred %@& the matter 





also to Mr. Sissons to keep the proposal in mind. 


Mr. Gathercole: Yes, I did. 





Mr, Shibley: And as I say, I think the committee woul d 
be interested in knowing your views as #@ to the propriety of 
Mr. Banks deferring any advice to you or members of the commission 
respecting this proposal for some five and a half months. 

Mr. Gathercole: Well he would have to assess as to how 
major an offer it Was: and I don't know what his assessment of it 


was. When it came to my Birents om said, "This isn't something 


that I am in a position to analy$e, and therefore I assigned it to 
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H-81-3 





| Milan sage first I think I telephoned Milan Nastich, and then also 
i? sew 

_later.on the Teen oemeie letter to Mex Henry Sissons and € 
asked Hat i¢ 





be investigated, 


Mr. Shibley: You will notice that there are some 
|handwritten notes attached to that exhibit. Is that correct? 

Mr. Gathercole: Yes, | 

i. Mr. Shibley: Can you identify the handwriting eee 
finduritten notes? 

Mr. Gathercole: No, I am not able to. 


Mr, Shibley: All right, Well then we will leave it. 




















Mr. Deans: Can you tell us what they say? 








Tape H-82 follows 
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3.55 ~ 4.00 p.m. 
Beh<S.. 4. 
H\82] 4 1 


(Mr. Deans) 





An hon. teeamlee member: A@An't read elit: our copies. 
Pri gore acne UR / 
An hon. member: That's Hydrogsisn't it? 


MR. Chairman: You mean your copies aren't legible, 


2 
Mr. Deans, ty... 


Mr. Renwick: That's correct. 
Mr. Deans: That would be a pretty good interpretation. 


Mr. Chairman: All right, but it's not }eshusehmsdgibphtine amen. 
the printing; you just can't read the writing. 


MA. Deans: That's right. 


Mr. Chairman: Well, I guess maybe we'll have to try 





ARG aN sas 


Mr. Deans: Well, I don't know, it's a combination of 








both; I can't read the reproduction. 
sat OLS IS ES 
CAA ee <The a ee hasn't picked it up. 





Mr. Deans: Maybe I couldn't read the writing either, 


for that matter. 























OS she Did you want my interpretation? 
i bley : 
Mr. “eS Fo Yes, please, You're the expert. 


Interjections by hon. members, 
Chairman: 


Mr. Siebindege: = YB@u're the authority on handwriting 


analysis. 
SAibley? 
Mr. teenie: Would you read it in? 


Mr. Deans: What's at the top of this phrase? 
Wh BF IED el, €an you read it? 
See 
MV, bi Mlbroh Hagrmdabainiciy : No, I can't read it. 
ner 


EEA EL 


Ma Ck = On AL). rieht; 


Mr. Allan: Oh, I think I can read it. 








Mr. Deans: Well, would you start on the second 





Game page and tell me what's at the top of it? 














Mr. Bullbrook: Who's got the original? 


rn eer 





Interjections by hon. members. 


we oe Petes : decane that one. ae 
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Mr. Genest: I think Mr. ‘§@giMimeik Bell wasl<z.' 
there's some material in front of him. 
oe 
ee 
Mr. Shibley: Oh, great, we are better prepared 
than we thought. 
The first page would appear to read? 
"He followed up with me at 9.15 a.m. on 22/10/71..." 
which I am presuming is October 22, 1971, 
"and I advised him I would get back to him on one 
of two bases? (1) Not interested; (2) Give us a 
bid on a lump-sum financing as he proposed." 
egeperpey, youg also have typedg the second 
hand-written pagej Om D> oe od: 
Mr. Genest: NO, I didn'tP. 
Mr. Shibley: Might you have that done before next 


day? hagassms I think I can make it out, but I don't want to 


misread it. | 
Mr. Genest: Yes, sir. Is that the one that NS 8) 
6 Space contin (2 beta)" 2 
Mr. Shibley: Yes, yes. 
Mr. Bullbrook: Yes. 


See. ae 


MroyG. H@dgson: Is it possible to have the author 


identiféed “aijesssap 
Mr. Shibley: Yes. 











Mr. Genest: I am told it is ing Mr. Banks' 





handset & handwriting. 


An hon. member: Banks. 


Mr. Shibley: Bavpxagxguemes THanks. 


Mr. Genest: MaZaspa the document +g ere ts 
ee thA- ae are ( Spoca C Canyfatlanteaf)” 


Mr. Shibley: Thanks, Wigan. 
ER oS 
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May 24/73 
3.55 - 4.00 p.m. 
RES. 
H-82 - 3 
(Mr. Shibley) 
In any event, returning to the document itself, 
Mr. Gathercole, did you ever receive a report from any 
source, Mr. Banks or otherwise, referable to this proposal? 
Mr. Gathercole: No, I didn't. To the best of 
my reco@lection there was no report that I received. 


Mr. Shibley: And so far as members of the Hydro 


Commission were concerned, the material tabled with it at 





the time of its deliberations of this agremment made no 
reference to this offer of funds? 


Mr. Gathercole: N6. 





Mr. SHibley: And sm similarily I am producing to 














you a letter dated January 25, 1972, from Mr. Safrance to 
Mr. Sissons. I would ask to make it exhibit ST 

Now this is a letter dated January 25, 1972, from 
John Safrance to Mr. Sissons: 

"Dear Henry ~- I have been advised and would like 

to confirm in wttting that money in the amount of 

$35 million or $10 Spemmmniigy 5S available for 

the completion of a proposed Ontario Hydro head 
office. Based on our discussions of January 255 
it would appear that there is a great deal of rGoom 
@@ for imaginative approaches to the financing and 
eventual development of this important project. 


ns joni pointed out, the financing charges may 


represent the single most important cost component. 






































H@wever, beacause the money that has been gmp made 


available to us is from a single source of insurance 


capital, the terms can be expected to be very favourable, 


relative to Hydro's prime rate for borrowing, iimmte 




















(Tape H-83 - 1 follows) 
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H-83-1 May ane 
3 4.00 to 4.05 pm 


DT 
(Mr. Shibley ) 


W 
ect ne While we would prefer dealing 


directly with Ontario Hydro, it is possible that you might 


— 


ish us to make these funds available to the developers 
Hd should a lease-back proposal be accepted. In any event, 
r will be in touch with you pr regarding this matter in the 
near future. " Now, MR. Gathercole, pancee your answers with 
respect to the communication between Safrance and Banks be the 
same with respect to questions as for the letter from Safrance 
4 Sissons dated January 25, 1972? 
7 Mr. Gathercole: Yes, it would be. 

Mr. Sx Shibley: So that again Mr. Sissons did 
not bring the proposal of Mr. Safrance to your attention until 
his memorandum to you of February 14, Is that correct? 


but 
Mr. Gathercole: Yes, wast, Mr. Shibley, they would 



































| have analyged this proposal and evaluated it. 

Mr. Shibley: Well, what is disturbing to me, Mr. 
Gathercole, and perhaps the committee members would be 
inkgrestking interested in knowing 1s, why these two men who 
were heading up divisions of Hydro would presume not to inform 


you about such an important matter as an offer of $40 million 





thew, 
immediately it was presented to ean 
PARR ial AR. 
Mr. Gathercole: Mr. Shibley, I don't know what the 


po lusion was in this proposal. I can only say to you that 
our treasury people received innumerable offers of money, 
irrowing that they can arrange through sources in New York or 
‘Asia, wherever it may be, and most of these don't pan out and 
they don't nates all these matters to me. Sometimes I 
Eve )Communication from someone Baegeen en Paris or somewhere 
7° has got - even from New York yesterday someone called 
me and said buue could lend you $170 million in German francs. 
Teaon't explore that...... 
Mr. Bullbrook: | “Tanks | oldu tl ether. Id bg Susprious 
of pera or’. Saerecie aN fag thereat aaa PEAK O HOC Tg 


on 






























































to be a fact, so to my mind this is a normal procedure, This was 
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H-83-2 May 20/73 

4.00 to 4.05 pm 

DT 
4 
(Mr. Gathercole) 
q 
an evaluation of a proposal that was carried out by people who 
are bright, conversant in this particular area. 
+. 
Mr. Renwick: Mr. Gathercole, if I may just interject, 
i 
4 Chairman, surely the reputation of a company such as Safrance 
and Associates Research Ltd. cannot be dealt with in the way 
7, which you have dealt with them. I am going to ask you 
specifically if a letter written by a reputable firm with whom 


you are knowledgeable, because he was a former employee, making 
Ms 


a specific confirmation of the availability of funds, identifying 


geputable firms in the New York eaten market through which it 
will be done and reconfirming 1t two other occasions is not 
some xda idle suggestion that perhaps it may be available. 


Mr. Gathercole: I didn't say it was, Mr. Renwick. 


= 4f I did communicate that thought, well it was Sag tote 


not intended. What I was saying was that these Sentienen. 


‘these officials, are analysing fi the various proposals that 


kr are being made to them. I wasn't attributing to Safrance, 


partners 
or these very good other companies, Wisener & > people 


I know myself and Merrill Lynch, that they fell within this 


eategory whatsoever. They are outstanding companies and as 


Me. 
far as I know, ,Safrance is a very eu keen priecanding man 


Hak owr 


| as well. All I was saying is tuamnewame people, th a position of 


tebe evaluat Ad tas these matters and they have a number of 


proposals that are made before them, some of which - many of 


which don't work out. That was all I was saying. 
Mr. (@. Hodgson: Mr. Chairman, MY. Bullbrook 
mibmant Tain ht a 


wanted to raise a question some time back on: another matter. 


It was suggested at that tiimecbnthe couet bee 


(H-84 to follow) 
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0 
gafthis matter o financingg. Now, are you through with 


Mr. Shibley: No, I am not. 
Mr. W. Hodgson: Well, is the line we are going to follow, 
lor are we going to break in periodically? 


Mr. Chairman: Weil, this is a break-in in regard to this 





| matter. I think you have completed, have you not,Mr. Renwick? 


| PLO <4 Aimee thi 
Mr. Renwick: Yes, \dtaetstttied eee sienieandldand 





|referable to the financing proposal which ..1. 
the 
Mr. W. Hodgson: As long as you follow @/line of patterns 
g gas y mess p ; 





au if one member is going to break in, then we all might as 
‘well break in. 
Cag Vinderlend — 
Mr. Renwick: aes are quite free to, Mr. Cha FMan Jesse 
> See a ss 
Mr. W. Hodgson: No, we are not. Yiije6/Mr. Buillbrook wanted 


to Break Gn woos cee Pi REIS ie 2 lalla 








Mr. Deans: 


Mr. W. Hodgson: He we cA Le) we finished on financing, 


before we ase ahah aceite 


Mr. Chairman: I think that Mr. Bulibrook wanted to 





pursue another avenue. 

Mr. W. Hodgson: Well maybe 26¢g@—% you're right to 

{ he see a yee 
pursue another avenue. 





Mr. Chairman: And Mr. Renwick'ts point, I think, was 





\still dealing on this same avenue. 


Mr. W. Hodgson: Weil, what applies to one should apply 





 “ Ms All. 


Mr. Chairman: It's back to Mr. Shibley. 


| wr 7 Belair? Ce ims Chairman, I want to make it clear that 


derogating | 
Meme ir, Safrance or Merrill Lynch 





or Wisener and Partners, no way was { doing that. If I 


| 
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- . 4XB 4.05-4.10 pm 
_fHAIRMAN: MACBETH von 

Mr CATHE €S0l é) 

> Qlpaeaitatey 


. inadvertently gave that impression, I apologize. 

Mc. Shibleyemr. Gathercole, I would turn to the question that 
really is in my mind and I suspect ji it is in the minds of 
members td of this committee. Very basic to the beers 
of Ontario Hydro to do a lease-purchase transact¥on was the 
avoidance of borrowing additional monies from your tradi- 

| tional money markets. That's what you have already said, 


and here was an offer by a responsible firm and by someone 

















‘knowledgeable as to the kind of transaction,if I may put 


it that way, that Hydro could engage in in terms of funding, 





which was not tabled with you or the Commission during a 
material time in terms of your @ deliberations as to whether 
you would go the lease-purchase route or fund your own 
building. 


Mr. Gathercole: Mr. Chairman, there are limitations 





on the instruments that can be employed by Ontario Hydro in 
raising funds under the terms of our borrowing for instance, 
in West Germany, we are not able to segregate part of our 
assets and pledge them for certain securities. This is 
another reason which may have influenced their thinking. 

Mr. Shibley: All right. I am going to produce to 
you e.. 

Mr. Bullbrook: Well, I want, ja on the question 
of financing, Cask something. I am interested in your inter- 
pretation of Mr. Safrance's proposition set forth in two 
of the exhibits - certainly in this one —- that the funds 

feriy could be made available to Hydro on a direct basis, 
but they would be available to the developer on a lease- 
' Dack basis. I put it to you that really the security that 
Mr. Safrance's principals would be looking to would have 


been the security of Ontario Hydro and not the developer. 


Mapex 
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Mr. Gathercole: Undoubtedly that's what they 


TE RTS 


would have interpreted. 


Mr. Bulibrook: Thank you. 





fre SEE eee 


Mr. Chairman: Mr. W& Hodgson, I didn't want to 
— Kw 





cut you off if you had any questions with regard to 


financing. 
Mr. W. Hodgson: Well, yes back to memorandum 34, 


f 
I would like to clear it up a eae more ? At cid T 
Hot Garde 


ee eT cha ie eee Saar, proposals 


a number of pro pechive) eeeprenet ornare! 
Son evelopers, an ould mS to 
NN 


Premier and other members of Cabinet.. I would like to 
. Did 


know why Ae ee eens made <dgmaiin/y ou at any time 


talk to the Premier on this? @g any member of cabinet? 





That advised you that it wasn't necessary to review this 
with Cabinet or the Premier? | 


Mr. Gathercole: I never received any advice from 


SE 





the Premier that it was not required to be reviewed by 


Cabinet. 
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H- 85 -1 


(Mr. Gathercole) 


imeem, I certainly kept him LHPebiiea that we were 
proceeding with our building plans but the position had been 
taken by the government, certainly under the former Premier, 
that Ontario Hydro had full authority under section SO gral 
believe it is, of the Power Commission Act to proceed with 

its building and that was back in 1968, and that the government 
was not in a position to impede the construction of that 
building except that it did insist upon the co-ordination of 
borrowing in which it would require the co-operation of Ontario 
Hydro. That was the authority which was set out at that 
particular time and the manner in which it was explained, 

Mr. W. Hodgson: But you were never at any time 
directed by the Premier or any member of Cabinet / it wasn't 
necessary to review this with them? 

Mr. Gathercole: I was never directed that we didn't 


have the authority to proceed. 


Mr. R. G. Hodgson: Mr. Gathercole, the minister 9% who refers 
SS Hyaro weeks to & the Le@iglature, have you kept that 
minister informed? : 

Mr. Gathercole: Yes, | have . 

Mr. Chairman: Now we have started down this avenue | 
that Mr. Shibley wanted to wait to carry on later on, but you 
had some questions on it, Mr. Bullbrook? 

Mr. Bullbrook: No, I am going to let Mr. Shibley 


continue. 





I think de should clarify aoa 7 
might» my intentions in connection with my interjections are 

as follows; hat I feel free at any time, subject to the normal 
demeanour that must prevail, to interject and question, But i 
is obvious that counsel, on our behalf, intends to go down a 
certain lane and I don't want to divert him from that particular 
intention that he has andfhat is why I want to go into much 


more detail on the question of Hydro's authority, but I will do 
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H = 85 - 2 


(Mr. Bullbrook) 


that after we are finished with financing. 

Mr. Chairman : All right. That is why I thought 
Mr. Renwick*s question was more on finances he was dealing 
with the financing end of it. 

Now this is a different subject and you want to 
‘reserve your right to come back to it, and I think m aybe 
Mr. Shibley himself would like to come back to it, so we will 
let you contd nue on now Mr. Shibley with the financing end 
pr it. 

Mr. Shibley: Thank you. I would like to produce 
‘to the witness a memorandum dated October 25th, 1971, prepared 
by Mr. W. J. Stewart, solicitor to Mr. Dean, with a copy to 
Mr, Raney, and perhaps we might make that exhibit 38. 

Mr. Stewart is a solicitor with ct he? 

Mr. Gathercole: Yes. 

Mr. Shibley: And who is Mr. Raney? 

Mr. Gathercole: Mr. Raney is our legal counsel. 


Mr. Shibley: So these two men are part of your legal 





staff? 
Ves. : 

Mr. Gathercole: Mr. Raney is the head of the legal 
staff. : 

Mr. Shibley: Right. The memorandum is directed to 
Mr. Dean ; it is dated October 25th, 1971. I am not going to get 
tinto this 1 n detaftl. It starts: 

"Your memo to W.c Raney.dated August 25th, 1971, 
raised two questions;- 
ce Whether there would be any problem because of the 

Statements in our recent prospectug,and agreements in arranging 
financing secured by the building as a specific asset; for 
example, if we issued special indenture or first mortgage; 


As What are the limitations on having thapension fund 
\ 


investing money in the ee et on a first mortgage, 
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(Mr. Shibley) 


lease-back, or a special issue of Hydro securities? 
: The answer to quegtion number one dabees Abie 
other words there would be problems to arrange financing 
secured by the building as a specific asset. 

tl the bond purchase agreement of August 4, 1969, made 
with the syndicate of banks represente d by Deutscte Bank for 
the issue of seven per cent Deutsche mark bearer bonds in the 


aggregate of §150,000,000 Deutsche marks contains, inter alia, 


in the "conditions of issue" the undertaking of Hydro ‘until 


maturity of the b onds, at least, however, until the date eS 
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4:15 - 4i20 pm 
CA 
H-86-1 
(Mr. Shibley) 
£.the—boads—2+—16286-6---howe1er,_.1ntil_the—deve 

on which the funds necessary for redemption 

and interest payments have been made available 

to Deutsche Bank, not to secure any bond 

issues without, at the same time, letting 

the bond holder of this issue share pari passu w 


aml such security.’ 


The bonds are guaranteed 
by the Province of Ontario. The agreement 
provides that Deutsche Bank will hold and | 
exercise as Trustee the rights arising from the 
guarantee given by the province as well as 
rights arising from any other security;" 
Now then I would Jike your own comments, Mr. Gathercole, referable 
to the matter of financing as it is affected by the bond purchase 
agreement referenced in this opinion letter. 
Mr. Gathercole: Mr. Shibley, we recognize Sgekupiee these 
interpretations placing limitations on the flexibility by which 
we could raise money for this specific purpose. Thisu&s aur 
understanding, and this has kegn certainly part of the motivation 


for us taking the route of a lease.purchase where we wouldn't be 


| | raising the funds ourselves, or not in any other way commiting 


the assets in a manner which would offend against the terms of 
our bond issues. | 

Mr. Shibley: Wall now, would thekind of financing offered 
by Mr. Safrance be affected by the conclusions reached in this 
opinion letter? 

Mr. Gathercole: It was my understanding at the time that 
they would be. But on that question I can't be absolutely sure. 
It was my understanding at the time that there was a legal 
interpretation to the effect that they would put a limitationg on 
the proposal that was being made by Mr. Safrance. 


Mr. Shibley: What I am wondering about is... 





Mr. Bullbrook: Mr. Shibley, would you clarify what the 


witness means by “at the time"? I was under the impression he 


didn't know about this at that time. 
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H-86-2 
Mr. Shibley: Would you like to answer that? 
Mr. Gathercole: I didn't know about the detailed proposals 
here. But I had received a letter from Mr. Safrance making a 
proposal to lend money. 
uv @xcot 
Mr. Mr. Bullbrook: My dates are eankier, I'm sorry. 
Boa 9, 
MR. Deans: No, this 1S! nes 
Mr. Bullbrook: I'm sorry, will you pursue this! You can 
Hee words 
see that obvious ly “at the time cause us great concerns The letter 
from Mr. Safrance is much later. 
what” 
Mr. Shibley: I think, Mr. Gathercole, dnbomde. Fairness — 
what, 
Mr. Gathercole: Well /I am referring to is at the time of 


our consideration of the method of financing the cost of the building. 


thal 


IN 
Mr. Bulibrook: Well that is exactly what I ea ee 


meant. Right. 


Is that all Lay, 


Mr. Gathercole: At the time we were financing the cost 
of the building { adie poretes proposal, yes 

Mr. Shibley: Was the advice that the commission was 
receiving to the effect that because of the bond purchase agreement 
of August 4, 1969, you could not specifically charge the new 
head office building with a mortgage which would fund its 
construction? 

Mr. Gathercole: Mr. Chairman, this is a highly technical 


area. I know if you go one route it would infringe upon the terms 


- of our bond issues from West Germany and indeed from Switzerland. 











We had one from Switzerland as well. Now whether there is some 
Special vehicle which wouid avoid that infringement on the terms 
I am not ep prepared to say. 

Mr. Shibley: That was going to be my next question. ,Was 
there every ga investigation made of methods by which any obligations 
or Renitationd upon you under that bond purchase agreement could 
have been avoided by agreement with the opposite party for purposes 
or ey. the funding of this building on a specific charge? 

Mr. Gathercole: The advice I had was’ there would not 


aa Morte oc ob cad Rie 1 
be, under our loans in Germany, there would not be. 





Mr. Shibley: Would not be what? 


ee 
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Mr. Gathercole: There would not be any exemption of a 

| special loan or source of money earmarked for the construction 
financing of this building. 

Mr. Shibley: Was it ever investigated? es As a matter 


of negotiation with the Deutsche Bank? 
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i { 
Mr. Gathercole: I would think that UE would, have 


been inuested—thess. Investigated . | 


Mr .Shibley: YOu have no personal knowledge or 


information in that respect? 


Mr. G@athercole: No, I have not, no. 
Mr. Deans: Mr. Shibley, Mr. GAéthercole stated 
the advice he got or haay Uo gave you the advice? 
Mr. Gathercole: Well, our assistant general manager 


of finance, and our legals “there are legal Couns 2& « 


documents on this. aq 
Deans: decuuonts: Vou Suge 
Mr. RaRaS: There are Supthers» there is further 
documentation? 


Mr .Gathercole: Well, I don't know if there are 


| document. 





further documentation with regard to that particular advice% 


Mr. Deans: What I'm trying to get atyis there 

? 
Mr. Gathercole: I don't think there is, no. But 

there may have been discussions about it and some areas of 

uncertainty. 


Mr. Deans: Was there discussion or wasn't there 


discussion? You said there’may have been. You naan Sinet 


of eS advice you got was that way. 
Mr. Gathercole: That's right. 


Mr. Deans: Then you said"there may have been 


| discussion". Was there or wasn't there discussion? 
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Mr. Gathercole: There were discussions about this 
| particular matter, to what type of vehicle would be permissable 
under the terms of our financial arrangements, particulary 
_ in the matter of borrowing money from West Germany; West 
Germany in particular ee aweauie ates Switzerland. 
Mr. Deans: And that was specifically referring 
to the proposal put forward by Safrance. 
Mr. Gathercole: It was in that general context. 
Mr. Deans: Were there other proposals put forward 
ah a similar nature in regard to the building of this building 
that we've yet to hear about? 
Mp, Gathercole: Now “Maa was not - the point I'm 
making it wasn't an alternative that was being ruled out on. 
Mr. Shibley: In 1960,s5. 
Mr.Gathercole: Let me make myself clear: It 
wasn't an alternative to finance it separately by some 
other instrument. It wan wasn't being ruledout . 
Mr. Shibley: In 1969, for the latter part of 
that year, you were then contemplating constructing a 
ee aingoyned and financed by Ontario Hyer Ps were you not? 
Mr. Gathercole: Yes. 
Mr. Shibley: And that decision to defer was not 
made until the very end of 1969 or early 1970. Was that. 
not so? 
Mr. Gathercole: That is true, yes. 
Mr. Shibley: Well, if the arrangement with the Deutsche 
Bank was made as at August 4, 1969, in what manner was it 


intended to fund the ¢ building as originally planned? 


= ppetence eo ea 


Mr. Gathercole: In the case of the original plans 
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(Mr. GAthercole) 


; tan Kroll TY) 
_wem were BOR U EAN Tati AE a yenk esti it out of the issue 


of our own bonds guaranteed by the province. In the case 

of the building, the second set of plans for the constructinn 
of the building, we felt that we would not be relying upon 
those sources, those traditionl or conventional sources of 
funds and should find someother means of financing the cost 
of the building. That change transpired because of the sharp 
increase in our capital requirements and borrowings. 

Mr.Chairman: Mr. Genest, have ese got a wrong date 
there? 

Mr. Genest: We have had some more problems with 
documents, Mr. Chairman, BAe aan ee sttnat 2 hagn't 
seen, and I think it's very relevant to the subject matter. 
It is a memorandum for the file showing the subject of 
I think, Mr. Safrance's letter was discussed at the commission 
level on September 15, 1971. It has just come to my attention : 
now. I apotogize, but we are @ still gathering these documents i 
together. 

Mr. Chairman: We realize your difficulty. 

Mr. Shibley: Mr. an nay I suggest we normally 
break for five minutes at half time and I could use the 
five minutes to read this document and take it up after 
the recess. 


Mr. Chairman: We are recessed until 25 &o 5. 
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fiir. Chairman); |,)(/, | 
ween ll of the papers that pour forth from this building, if 


we want something in five minutes it's a chorfe. However, we 


a 


have it now and Mr. Moore will circulate some copies to the 


committee members. 
Mr. Shibley: Mr. Gathercole, your counsel has now 
produced a memorandum for file dated September 15, 1971. I'd 


ask you first who compiled this memorandum? 











Mr. Gathercole: This would be compiled by Mr. Easson, 





the Secre&ary of the Commission. 

Mr. Shibley: And is this is a note of discussion i 
which transpired at a Commission meeting of that date? 

Mr. Gathercole: Yes, it would be. abies. 
; Mr. Shibley: May I ask that that be made the next \ 
exhibit, please? 
; Mr. Chairman: Exhibit 39. 


Mr. Shibley: Now, Mr. Gathercole, would you like 





to explain its contents to the members of the committee? 














Mr. Gathercole: Well, Mr. Shibley, it obviously 
modifies some of the observations I've made beffr(op and the 
/ direction of the questioning in which you were proceeding, but 
it does say here: kheaxausiskaxtxgeneraixnanager 


" The Assistant General Manager ~ Finance had requested 
i 

















: this subject: be an item for discussion at today's meeting.-- 
That is September 15, 1971. 

"as he had been approached by a former member of the 
staff with a proposal that could possibly provide the 
funds for the Commission's new office building, planned ° 
for the wouthwest corner of University Avenue and College 
Street. Mr. Banks was absent today but the Assistant 
” 


General Manager - Services -- 


That would be Mr. Sissons. 
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® 
(0 vr Cathercole ) 


ae reported briefly that such a proposal had been 


received and he was enquiring as to whether it would 

be in order to proceed with discussions with this 

party for the financing of the head office building. 
| He was authorizeed to do so. It was also stated that 
a decision on whether to proceed with the new building 
would probably be made before the end of this year and 
if so, the construction work would be initiated during 
the spring of 1972. It was also agreed that if any 
financing plans for this project came to the attention 


of the Commission from whatever direction, that it would 














be prepared to consider and study them. 

Mr. Shibley: Thank you, Mr. Gathercole. I couldn't 
agree with you more. This certainly shegds new and different 
light on the documents that had been produced to this moment, 
Ana to the extent that my questions to this point involve Mr. 
Banks and Mr. Stason ba any suggestion of withholding 


information from members of the Commission, I would like the 




















record clear, that this document clearly exonerates them from 

| any such omission and, rather, indicates that, in a very 

responsible way, Mr. Banks did table it for G@Gommission consideration. 
The memorandum, Mr. Gathercole, is of further interest 


to me. Do you have a mimavayxnfckhe 





memory of the discussion 

















referred to, referable to carrying forward the new buk building 
Merore the end of 1971, or during the spring of 1972? 

| Mr. Gathercole: No, I don't recall what transpired 
during that period of time, as to the consideration of the various 


financial alternatives. I know they were all being considered. 











i 


Mr. Shibley: When the memo references a decision to 
‘proceed with the new building, on what set of plans was the 
committee deliberating at that point in time? 


Mr. Gathercole: I would have to say any set of peers. 








Whatever set of plans happened to prove to be the most effective 
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; (Mr. Gathercole) 


in meeting Hydro's requirements. I don't think it referred to 


any specific set of plans. 


Mr. Shibley: So, to be clear, this is not necessarily 
a reference to the plans which had been deferred in 1969, is that 
correct? 


Mr. Gathercole: I would say that they could conceivably 
be included in that, but not only those plans. 

; Mr. Shibley: Was it a fact that as late as September 
15, 1971, the Commission itself was undecided as to whether you 
B.:. proceed with any building? 


le Mr. Gathercole: I would say the Commission was hopeful 


that we would be abie to get ahead with the building, but in the 


ahead 
light of the uncertainties that always sad we had no guarantee 





_ the building was going to come to fruition. 


i Mr. Shibley: Members of the committee, that's as far 
| as I intend to take 
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4.50 to 4.55 pm 
} fvk 


(Mr. Shibley) 





the questioning as to financing at this time. We will return to it 
very much later in the miggm chronology of events. I want to return 
now to the subject which was introduced by the content in the 
memorandum, which is exhibit 34. You might look at that with me, 
Mr. Gathercole. That's the memorandum of March 9, 1972. Do you have 
4t in front of you? 

Mr. Bullbrook: No, he doesn't. 

Mr. Gathercole: No. 

Mr, Shibley: Mr. Gathercole, I want you to project back 
to March 9, 1972, at which point in time you recorded your then 


J 
| thinking in this memorandum referrable to the fact that Mr. Candy 








was assembling proposals from prospective developers and, also, 
referencing the statement: "I should like to make a submission to 


‘the Premier, and other members of the cabinet early in April." Did 
| or 
ae A2Pout that time, have any communication with the Premier or 


i. cabinet referrable to the new head office building and its mode 


of financing? 


Mr. Gathercole: Mr. Chairman, to the best of my 











‘recollection, I had, and I believe it was at the opening of the 

| 7 pr Che. 

|Pickering Nuclear Statsciyrai-aride to him mentioning that we were 
veceiving,Mr. Candy was receiving, g@me various proposals and that 
we Withidiekiege intended to proceed with the construction of our 


jDudilding. So he discussed the financing matter with me and suggested 





‘that inasmuch as I was going on a trip to explore the money market 

in Japan with the Hon. Darcy McKeough, who was Treasurer at that time, 
|that I should discuss how it should be financed. On that trip, in 
late Aprily of that year, I raised the question with Mr. McKeough 

|/88 to whether the province felt that, in the light of our heavy 
borrowing, we should give relief to the Shee on the 


A 


Provincial guarantee for the financing of our ge office building. 


I mentioned that this had been indicated to us as being desirable 


by his predecessor and by other treasury officials, and by our 









































Own treasury officials in Ontario Hydro. He said to me that he 
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(Mr. Gathercole) 

felt Bust (Ne were proceeding with the construction of the office 
yuilding that we should find some other way rather than to add to 
yhe burden of borrowing on Hydro bonds guaranteed by the province. 
Mr. Shibley: I'm having produced to you a letter dated 


venice 


lay 16, 1972 from yourself to the Hon. William Davis, Premier of 











i ia 
Mr. Chairman: Exhibit 40. 


Mr. Shibley: I'm sorry, Mr. Chairman, this is beyond 









he point of having made duplicate copies for all members but I 
fill read it. We have got them. They will be made available in 
. few minutes. 
Mr. Chairman: Would you repeat what that was again? 
a memorandum from - 
Mr. Shibley: I'11 read it for everyone's information. 


his 1s a letter dated May 16, 1972. I'll read it verbatim. 


Premier of Ontario, 
Parliament Buildings, 
Queen's Park, 
TH Toronto, Ontario. 
Dear Mr. Premier: 
On my trip to Japan with the Hon. Darcy McKeough and 
company, I reviewed with him the desirability of us proceeding 
as soon as practicable on the construction of the Ontario Hydro 


office Sane age 
— >, 


(Tape H90 follows) 
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H 90-1 ier 24/73 
, 255-5:00 pm 
(Mr. Shibley) Guolin ) PLG 4: 
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building. I pointed out that it was estimated that against 
renting office space, the occupation of our own office facility | 
would enable Hydro to save about one million dollars a year, 
aside from the dis-economies associated with trying to operate 
an organization so widely scattered. Darcy indicated that he 
was receptive and suggested that we start the governmental 


procedure ball rolling, by having the Ontario Department of 





Public Worts review it. I would be very pleased to have your 








| advice. I would also be glad to have your advice as to whether 
there are any further developments on the extra-high voltage 
transmission line from Nanticoke G.S. to the Pickering G.S., 
Yours Sincerely, @. E. Gathercole." 
| And then there is an asterisk, 

"Ministry of Government Services" 
which is noted as .._ 

Mr. Gathercole: The Bepartment. 


Mr. Shibley: Referring back up? ontario 
emma re \ 

















Department of Public Sweat Works. Now, Mr. Gathercole, does 
that letter refresh your memory as to the events of May 16, 1972 


and me preceeding that date? 





Mr. Gathercole: Well # this is the letter that 
eA 























I did write to him yes. 
Y, . 
Mr. Shibley: Were the circumstances outlined in 
oa tt ace k, Wee ds IEG 
your letter as set forth, the-tuewmanes of your communication 
with Mr. McKeough? 
Mr. Gathercole: Yes. 


| acca 


Mr. Shibley: Now what ensued ~- before I go on, 





_ was there any other form of CoEmBuEsaelopgebuer than the two 
to which you have made reference, the oral communication with 
Premier Davis on the occasion of the Pickering opening, and 
this written communication of May 16? 

Mew Ghihnercale; Not that I haveany recallegtion—of 
Mr --Ghcedepares 

















a , 


vee : 







Te ai i i Oe Te 
sow i BRaTsd yh 


= 5 ieee 


vo cs No. 
oes Lad a rat one sal “s one 7 re 
etntequ Oo rae itty bese owen eakaonoe—ehb one 
ud Seite SydBe Lda Nome vorsdieaw ¥febiw Om 
besubantyva: bit (iets ow Jago eiroiggire ts 
wo gngontabpget ofeadnG os antvon, ¥a gnilfoz flad 6 

auog oven of fhemeto yisy se olvew T on wetvet sett Fy te 




































“~“adsotiv ef 4 warvos whe v avenit G V448 ad ouls bluow pi . Ji 


ssadtow iietd-audae end os) 2toamgelaved aedatit ye eee O" 


4 


i.0 anla#eRnoryt Sat oe b sige igaadl wor ons doteatmen 
J neil ay. 3 oD _yistedate et 
Hat isten wa ol wed? sient? b . 

'eabivGbs Jou mavot to ytte ink 


,_,. #& baton at ote 








Aea7iteqat at: :sfoo7edIBU aM 
By 2 eke pan Head Ans t10 19K ‘"aldiae Pe 3 | 
Hi 1 MW. , wot 7 mmesx olticut To Inemd1a4@ 
( Li j ) on ny af iat MOY feeTie7 403308 Jan 


“Joh Jed? untbeetetq ait = 


¥ Es revijeD . am 





soy ata of etiaw BID 
eit ! a yvoldide& ~oh 
nce. —sghal ‘ae gon ea astsel % 


giioegiomM aM Age 


oS cn i ) ' Hil > | ; Vad re ® “i 
Cwlt va pari 7 te } Ts i 1 ‘be aoT “terhio Yas ete? a 
ie} 
iid Le r Pavitt La wid ,sonew"let eban vad soy dotdws 
baw , gnidaqo snlesslo! i wivesee sit ag elved tetas 


a 
netvaolauiuwaos read. w 
L 





Ione gin lis seG- ida Sy A musretsaanan rene 8S 






























































Mr. Gathercole: Not that H 90-2 May 24/73 
Mur, OGabnares L 4:55-5:00 pm 
I have any recollection of, Mr. Chairman. PUGti we 


Mr. Shibley: In what manner did we you follow. 
up with respect to this communication with Premier Davis? | 

Mr. Gathercole: There was no further follow-up. 
I believe I did ~ I spoke and from time to tine (informed the 
Hon. Mr. Auld that we were proceeding with our plan, but I 
felt that we should proceed and this is what we were doing 
under the responsibility that we had. 

Mrs Shibley: So just to be oo Bee alle Gathercole, 
do Il take it that you were acting upon the advice and direction 
given to you by Mr. McKeough during your trip to Japan to get on 
with the job? 


Mr. Gathercole: Yes. That was the implication. 


Se ere es Ser er ee 





Mr. Shibley: And this communication with the 
Premier was such that ..£— 

Mr. GAthercole: As to the financing of it. 

Mr. Shibley: Yes. And this communication with 
the premier [6y way of advice to him as to what was going on. 


Mr. GAthercole: That was the advice to him that 


ae Creer ee ee 


we were proceeding. 


Mr. Shibley: Subsequent to May 16, 1972, other 





than advising Mr. Auld of your intention to proceed, did you 
communicate with any member of Cabinet,am and of course the 
Premier would be included, respecting the decisions you were 
taking during the course of that feet year, respecting your 
new head office building? 

Mr. GAthercole: No. 


Mr. Shibley: And in particular, with respect to the 


decision as to whether you were going to do the transaction by 





Pe. eRe SS Te 





a lease-purchase arrangement, or ctherwise, did you have any 
communication with any member of Cabinet respecting that decision? 


Mr. Gathercole: May Ip just make one -—- whether it 


eae ase renee mer ce creer 


is a qualification I am not just quite certain at this point, 


an 
but when the Hon. George Kerr was Minister of Energy Resources 
ave Vw i Crt : 
ENE GREE , I did advise him that ye in the early stages ‘gait 
: 2 
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5:00 - 5:05 pm 
CA 


Hagin 


(Mr. Gathercole) 


gaat, we wished to get on with the 





construction of our building. But with that exception the answer. 
is those were the only ministers with whom@ I had communi catlons 


Mr. Shibley: And as a matter of topic of conversation: 


ewe irre 





you assumed not to discuss with them the policy decision as to 
whether or not you should do this type of transaction? 

Ri. Gatkercole: it.wasa,matter , I thought, of clearing 
the financing method through the ReSAa vy Lh WhOM h@empeem, all 
our borrowing is coordinated. I considered that if we had &n 
indication from them as to what type of financing ‘tym we should 
undertake, and if kha we were agreed that we shouldn't rely upon 
the traditional sources of borrowing for our ee then the 
lease purchase route would be the one upon whtteh we should proceed. 

I presume, iy -Shib ley, you are dealing.with the period 
up until the time of July 1972. 

Mr. Shibley: That's right. And I was just going to 


we 
complete the picture ybs Lefwere on the subject matter by asking 





you to look at a letter dated July 21, Log eyeeom yourself to 
Mr. James Fleck, chief executive officer, Office of the Premier, 
which reads: 

"Dear Jim: 

Attached is a copy of an announcement we propose 

to make regarding the new office building at an 

early date. We wish to ensure that this action 

is not in conflict with the Premier's judpement." 


You remember writing that letter? 


Mr. Gathercole: Yes I do. 





Mr. Shibley: Now that was gp at a date subsequent in 





point of time to the commission's decision to go ahead and enter 
into the agreement with Canada Square? 
Mr. Gathercole: That is true. 


Mr. Shibley: May we have that letter and the accompanying 





press Pe tense which is dated July 21, 1972, made the next exhibit 


Mr. Chairman? 
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5:00 - 5:05 pm 
CA 
i Pole? 


Mr. Chairman: What is the date of the letter? 








eee 


i Mr. Shibley: The date ofLethes letter is July 21, 1972. 
Mr. Chairman: That is the same date as the press release? 
Mr. Shibley: That's correct. 


Mr. Chairman: That is Exhibit 41. 

ear Tr eee MLC 

Mr. Shibley: Veep then. 

RAD hWestiares 

Mr’. Chairman: /Making ecopees of this. now tod —— 
oan aa aaah ly 





Mr. Shibley: We have them made, but they are stpred 
elsewhere. We are trying to save ourselves carting some of the 
cartons, tami. I also reference aie letter dated August 1, 1972 
which is marked “Confidential” directed to Hon. JamesAC. Auld, 
Minister of the Environment. 

"Dear Jim: 

No date has been set for the attached announcement 

and therefore this should be kept strictly confidential. 

Yours very sincerely." 
Did you write such a letter? 


Mr. Gathercole: Yes, I did. 





Mr. Shibley: I'll have a copy of this made as Exhibit 





42, Mr. Chairman. 


Mr. Chairman: Exhibit 42. 
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Mr. Shibley: And ra den: Yo letter of August l, 1972 


a letter to Dr. J.K. Reynolds, Deputy DROtse ete tee saiien 




















H-92-1 follows 
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May 24/73 
5 -05-5.18 p.m. 
H-92-1 E.M. 


(Mr.Shibley) 
D> Dike Ragumttios, Deputy Provincial Secretary for Resources 
Development, Parliament Buildings, Toronto, Ontario: 
"Dear Keith: 
No date has been set for the attached 
announcement and therefore this should be kept 
strictly confidential". 


Did you write that letter? 
Yes, 


Mr. Gathereole?7T did. 


Mr. Shibley: And accompanying = make that 











Exhibit 43, please, Mr. Chairman. 


Mr. Chairman: All right. 





Mr. Shibley: Accompanying each of those two letters 
would be a ngpememembs memorandum similar to that accompanying the 
getter to Mr . Fleck. Isa that correct? 


Mr. Gathercole: I think it was_~. I thought that the 





one to Mr. Auld and Dr. Reynolds might have been a little more 








Me ete bus of that I am not sure. 


o hed — 
Mr. Shibley: I don't have 2am alata 


ae ected 





ut st seens +0 


Mr. Gathercole: Ei esssaieniak be the same b 4 


Mr. Shibley: I don't have an embeliished Cory Se 


nr 








I presumed it was the same. 


Mr. Gathercole: It may well be. 























Mr. Shibley: All right.  Szmideasdmex lo I gather, 





Mr. Gathercole, that the last three exhibits would be the only 
communications effected as between you or @ anyone on behalf 
of Hydro with anyone representing government? 


| Mr. Gathercole: Yes, Anaxkhey xXWeREXALKBRXERS 


























@KEnMEXOLXKHexdaecistanxaiready xmadarx 


Mr, Shibley: And they were after the event of the 





decision already made? 
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A May 24/73 
F 5.05-5.10 p.m. 
A H-92-2 beh. 

Mr. Gathercole: They were after the event, yes. 





Mr. Shibley: Members of the committee, those are 
all the questions I intend to ask respecting exhibits tabled to 


date eee to your further questions in these areas, I 


myself would move to another topic. 


Mr. Bullbrook: I would like to ask ——— 


Mr, Chairman: Mr. Bullbrook. 





Mr. Bullbrook: I wanted to relate to financing gf 





a bit, 
> 
: Mr. Gathercole, and then go on to Exhibit 34 with some 


additional questions. I understand the main thrust of your 
feeling in connection with the possibility of Hydro financing 
borrowing 
the adventure itself, was that you felt the heat on your 1 


was such that the additional going to the market of $30 or $40 


million would have an adverse effect on your financial position? 


Mr. Gathercole: $45 million. 


eed 


Mr. Bullbrook: Yes. 


ine 





Mr. Gathercole: Yes, that was the feeling; ane, 
with —e might be carrytli te development of some other 
fields.. Our treasury people were exploring other lease- 
back arrangements in respect to not only office buildings but 
Bee ont berause we felt if we ever got in a tight spot to 
finance our programmes, then we might have to resort to some of 


fthteeme= {liese Hung — 


Mr. Bullbrook: Yes. Could you tell ad aa 





Chairman of the as ay Al your present bond indebtedness 
would be approximately? 
Mr. Gathercole: Well, it's a very sizable amounts 
a ee 


tim 1 would BEV Ae EIN ERS about $4 billion or thereabouts _-_ 


$3 billion. 


Mr. Deans: Somewhere between 3% and four? 
eel 
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May 24/73 
5 0 O55 BELO p oMo 
H-92~3 EM. 





Mr. Gathercole: It is a large amount, yes. 
ne NR TR RET) 
an 
Mr, Bullbrook: Aradditional borrowing of about 
$40 million would represent an increase of about one per cent 
inde bledness? 


of your total bond 


Mr. Gathercole: Yessurelatively, it. isn't large, 





but it is just a question of, you know, adding another $45 million 
on to what you are already doings You have to be in the market 


for one additional loan or half an additional issue in order 


Bo take care of this. And if you do it for that, what about 
some of the other things? This represented an alternative and 
might in / 
we thought there : be some benefits fer eee e at with 
was shared 


4 
this. It's Avied wu loess Eee by the treasury officials 
and . 
BK the province itself because with them supporting Ontario 


Hydro's bond issues which aaemm represent borrowing in the order 


will reruw) 
of $600 million this yeary but in the future (eaniseoene much more 


if we are going to continue with our nuclear eS 
to 


we think we edad tates which we believe is imperative. And that 


m because nuclear plants are capital- 
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(Tape H-93 follows) 
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May 24/73 
5:10 - 5:15 pm. 
H 93-1 M.S. 













(Mr. Gathercole) 

maybe a billion dollars a yeary in the late 1970's or ‘gm the 
“4980's. Now, you paoy Lend, what difference does $45 million 
make?’ It's just that extra amount. 

Mr. Bullbrook: You make it easy for me to inquire 


———————— ssemenitenaemmemeenel 


of you, because you anticipated my next question. That's exactly 
what I was going to say. I find it very difficult to understand, 


in the context of the significant financial operations of your 


Mr. Gathercole: That's a point of view. It's one to 
neni! P 


which we don't subscribe. We do feel that wemmasquluseeeebe. 


"commercial property  cakCatkomts -- that wouldn't be our responsibility. 
» have 

We ‘eeer an arrangement for housekeeping where we think additional 
“economiges can be obtained. So, as a package arrangement it gives 


us what we need. The province has adopted this formula ina 
‘+ Bo Sy that 


number of areas and Baye deemed his would be advisable. We deem 


it to be advisable and others have gdeemed it advisable to proceed 


. respect to the financing of our head office building. 
| Mr. Bullbrook: I want to relate, if I might, to the 


ed 


memorandum from Mr. Sfewart to Mr. son dei he talks about the 

















| ae fettering of direct financing by the bond agreement with 
» 
Deutsche Bank. 





Mr. Genest: Excuse me, Mr. Bullbrook, Mr. 





| Gathercole have that in front of him? 
‘ 
f 





ce a 


fefooredtial .F 
nmokitid sa eddy 
ov .wok .e'd8 


s'9I Sep 


~ 7 » 

bs & ¥ 

* sy o ¢ 

> #4 @ — iw 
- ‘ 
7 NViLGes 





4 May 24/73 
—  §:10 = 5:15 pm. 
H 93 2 ' M.S. 


Mr. Bullbrook: Oh, yes. “I'm sorry. What's that 
exhibit number? 

Mr. Shibley: 38. 

Mr. Bullbrook: 387? 





Mr. Chairman: Mr. Moore, I wonder if eg could eae give 
Exhibit 38 emumiegcs® to Mr. Gathercole. 

Mr. Bulibrook: Before we get into this, I just 
want@@ to relate back to a question that I put to you previously 
this afternoon. In Mr. Safrance's submission 4gmagieue-gumeeibe, 


Rep Rae Tage eee 


eee ANGE SS, 
you recall that he gave you the alternative proposition that 


























the funds from New York would be available either directly to 


the Commission ¢ or to the developer. ‘And I drew an inference 
from the fact that he would make the funds available to the 
developer, that the prime consideration was the alata foe 
| available basically by lease back or otherwise, of the Ontario 
| Hydro-Electric Power Commission. 

Mr. Gathercole: I wouldn't contest that. 


u roo 
Mr./Buetiuemss: But what I fail to grasp is, in 











) 2 
_ essence, how the lease back route minimizes the financial 
| security position of the Hydro. By that I mean, when you enter 


dnto the borrowing of $45 million it becomes an obligation of 








whe Ps 


the Commission to repay it. How do you distinguish that from 
the contract «= your counsel Idoesn't pines want me to pursue 


| this line of questioning. 


a neeenenl 


| Mr. Genest: No, no. I am just concentrating. 


Mr. Bullbrook: All right. Well, I'm just trying to 





get Mr. Gathercole to help me on the question of minimizing the 


borrowing position of ig Hydro. When you enter into a contract 


to repay, doesn't that affect the total financial obligation of 











the Commission itself? 
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Mr. Gathercole: The rental or term payments that 
WaKe 


Hydro is required junder the lease purchase arrangement ig—w. 
fom constitute an obligation of Hydro. Thege 's no question 







)about it. And they are financed out of the revenues that Hydro 
Mptains through the sale of iths electrical energy. On the 
other hand, it doesn't mean another issue of Hydro bondsin the 
| market . And one of the questions always in the minds of many 


porrowerg, whether it's the Province @iebetbemmntts 









Tape H 94 follows 
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\ 


(Mr. Gathercole) 





e ourselves, is 
wheter you are having too many issues on the market. So 
this is the relief that we obtaing#. It's a diversification 
of the vehicle or instrument by which we raise@ money to 
finance the capital programmes. 


Mr. Bullbrook: Don't people who are making money 


available to you # look to the total obligations then outstanding 


by the commission? 

Mr. Gathercole: The sophisticated ones do. But 
other people, that is, the person who is buying your bond? 
he says, "Well, I just bought m issue of bare bonds last 
month, saa I don't know whether I want to take another one 
this month." 

Mr. Bullbrook: I see. We we won't pursue that. 

Mr. Gathercole: This is the message we (¢atigguimie 
receive from our investment dealers. 

Mr. Bullbrook: I want to refer if I might then, 
to exhibit 38, where Mr. Stewart is giving g reply to Mr. 
Dean as to the restrictions on direct borrowing by kyaro 
in connection with this development. As I understand it, 


replie | : 
sir, on page two, he Saemelenapdeies, 0 Mr, Dean, dadimptacaiiaietets Ves, 
Hl 


ee 
‘tat there would be restrictions" and he says funder the 
the 


agreement of the seven per cent, 1969 loan, that sort ium 





represented by Deutsche Bank, would participat; Biente Ss 
tte uses the words, if I may ready. then; 
" the agreement provides that Deutsche Bank 
will hold and exercise as trustee the rights 
arising from the guarantee given by the province 


as well as rights arising from any other security.’ 


{ 


“ 








4n such additional securities: 
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(Mr. Bullbrook) 
Now, I understand by that that mamgeK ANy additional issues 


or any borrowing of any wa ar, by fare, after the agreement 


with Deutsche Bank's principigs, that ‘Deutsche Bank participate@ 


fe 


Mr. Gathercole: Im not altogether sure of the 


'4ntent of your question. But the Deutsche Bank participates 


I 
| pari passu with other instruments of bonds in [ydro assets, 


in aggregate. But they wouldn't have any prior position. 
Mr. Bullbrook: NO they wouldn't have any priority. 
Mr. GAthercole: No. 
Mr .Bullbrook: But they would participate in the 
security. 


Mr. Gathercole; They would participate in the 


general security ; and that is, I think, intended to avoid 


any dilution of the assets. 


Mr. BullbrooK: Was that of any consideration to 


een 


the commission eventually coming to that conclusion? 


Mr. Gathercole: In the method of financing it 
eee ee go 
certainly establishdthat ‘mmm were very serious limitations 


on the type of instrument we could employ to raise the money, 
if we weren't going tog the conventional way; that is t™ 


borrowing on Hydro bonds, guaranteed or not guaranteed by 


a 


the province. 


Mr. Bullbrook: Fine. Now I want to now reconsider 


Select ong rience Su ecrertm mesure TTS 


the question of exhibit 34. That, you 





gecail Mr. Gathercole was the memorandum f#am Mr. Sissons 
) 


| from PEVTEOAT where you spoke of and I'll quote ageing, 
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(He. aad 
tg should like to make a submission to the Premier 
and other members of the cabinet early in April." 
During the course es my tenure in the assembly on many, 
geny occasions the fovernnent has taken the attitude, (aa. 
especially in connection with Hydro's significaht eo 
that the government had no control over Hydro; that it was 
autonomous. I believe,as a matter of a fact, you eae 


ie Rover Chu nis sion Act & 
referr tO Stcheebecuegmer ......today.Do you regard 


the commission as an autonomous vehicle? Gammgseeméeeden,. 





H 95 to follow 
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(Mr. Bullbrook) 





Do you fe@l an obligation under law to report to the Premier? 
Mr. Gathercole: An obligation under the law. 
I would say that there is an obligation to report to the 
minister and to the Premier on matters of major significance, 
yes. And these have in the past included a great variety 
of things4 transmission line routes, pollution, nuclear power 
and many other things of that nature. 
The eee ee respect to its Pus Genes nas 


authority to proceed. It doesn't require the assent of the 
{ioS@ eo 


government to go ahead with Now, mind you, {ji 


Hydro is not going to proceed if there is a hostile environment. 
I mean, we are all on a basis of where we are in @ periodicaeiipy 
apprised 
communication, We do try to keep the government of 
what we are doing. We recognized in putting an office building 
on the corner there, diagonnally across from the da syaidena nt 
Hage in 
Butiaings, fas sonetnine anioiytme government would have an 
Ph There's 


interest. (Ho question about that at all. 


Mr. Bullbrook: Am I correct in stating — 





Mr. Gathercole: Reese ca ae, 8e naage kept the 
Minister of the Environment informed that we had to proceed , 
It had been recognized before: (We had one set of plans 
prepared. The Prime Minister =-if I might just make the point —— 
the Primer Minister at that time stated that Hydro had full 
authority to go ahead agd=aat However in the end Hydro 7) 
responding to the eaonanie dictates Sod the economic conditions 
of that time as well as the advice of the ccenes, postponed, ite 
We felt we had authority to proceed. 


Mr. Bullbrook: Yes, I wanted to refer to Exhibit 6. 





I don't think it's necessary that we refer it to UGE ec jam 





ines ee the wine minutes of 
the meeting of Hydro;=,I don't have the date or the Exhibit in 


front of me.-.maybe we had better get it -— 
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H-95 - 2 May 24, 1973 
5.20 a 5.25 pM. 
MR. 
Mr. Chairman: We'll get cee Bullbrook. 
Mr. Bullbrook: Maxhe We had better gét it. 


Mr. Gathercole: Are you referring to the one 





Mr. Bullbrook: January 7th of 1970. 
Mr. Gathercole: Yes. 


Mr. Bullbrook: I wonder if you woulda just read 





hat again for me? 


i Mr. Gathercole: " Commission meeting-—January 7th.” 
The Chairman reported that he had discussed the proposed new 
Wiead office building with the Prime Minister and that 

Mr. Robarts had advised the commission to defer the start 

of its construction for a year, at which time it was likely 

_ that a decision could be reached. In this connection, the 
Prine Minister stated the province was also holding back on 


/some of its construction projects." 


Mr. Bulibrook: So that does support the position 


advise the commission as to major mame projects and the commission 
| >) 

|will follow the advice of government in connection with major 
projects? 


Mr. Gathercole: I would say in the pee = general 





Economic interest it will certainly take into consideration 
the government's pee ee os that doesn't mean that the 
commission responds to some decision that is made , aia da. 
by the government. 

iL mean the Hydro is ak body which is set up as a 
commission to mie its day-to-day affairs t# in its own way7and 
dt does. It has been very successful in doing so, And jas I have 
| Ge out ik eee he place orders for $500 million a year ag 


without direction from anyone-and most of these orders are placed 








after recommendations have been made by our technical staff. 
We don't go into the details of these matters. We have a large 


and competent technical staff. They work out the costs. 





tan i A 
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t 


(Mr. Gathercole) 
They work out the comparisons and alternative proposals, and 
they come up with an evaluation. 
| Now we in the commission then sit on that. 
Mr. Bullbrook: I've heard you make that response 
on several occasions. And I agree with it entirely but 
I do see a distinction between the normal day-to-day operation 
lof the Hydro-Electric Power Commission and the building of 
a new head office building. Do you see such a distinction? 


Mr, Gathercole: No, I don't see that. I don't see the 





distinction e 
Mr. Bullbrook: You regarded the building of the 























new head office building as a normal routine adventure on 


the part of PUES 
| SS 
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Mr. Gathercole: I don't regard it as a normal 


construction project such as the planning and design and completion 





No one is, sm@ I don't care 


of a regional building .—. Geet 
| . : 
what organization it eee, whether it we Ontario Hydro or any 


other organization, ‘aims obviously ¢ you can't be indifferent to 

















building which is erected diagonally across from the Parliament 
Mines. There is noq question about that. On the other hand, 
la had authority to proceed. The building had been deferred and, 
inder the general assent, we went ahead 7 there wasn't any dictation, 


rhere wasn't any direction. It was our decision. 


Mr. Bullbrook: The decision of the Commission? 
rrr ee 


Mr. Gathercole: Yes. 





: | 
| Mr. Bullbrook: i will eventually be getting tok the 
eetigg in July, a 4 Suppose) Mr. Shibley¥ 

| Mr. Shibley: Yes we will. 


— wher We 


Mr. Bullbrook: 111 discuss the foundation for the 


Utimate decision by the Commission. I don't want you to feel that 

















nefarious 
/am attempting to elicit information from you for any various 
brposeg. 


| Mr. Gathercole: Oh no. I am being frank and g&} 


aD 





tank. 
| Mr. Bullbrook: All right. I want to know several 

| ———————————— 

‘ings 3 [Who makes policy at Hydro? I am very interested in this , 


+cause I want to be frank with you in saying that I B am under the 


ipression that the Commission doesn't make policy, that thegpsitdee 


Hse policy decisions are made by the Administrative staff and to 


ime extent, rubber-stamped by the Commission. 











Mr. Gathercole: That isn't what our management staff 

y3p fot by any means, I Can @# assure you of that. We are certainly 
| Pubber-stamp at all. In any alarge organizationir. Bullbrook, 

u have Studied a number of these large organization’; there is an 
lution of matters from the lower ranks of the organization right 


rough to the top. People try to make an artificial distinction 


| 
! 
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5:25-5:30 pm 
. Gathercole) H 96-2 May 24/73 
O our 


etween what is policy and management. Even some people have 
deavoured to do so in the past. There isn't any distinction. 
ee isn't just & a separate line.—fhat is policy, that is management, 


ecause our managers are working on policy formulationg. When I 
on 


3 Deputy Minister in the government I was working /@n policy, I 


| olicys ) 
s evolving, formulating I didn't make the decisions; somebody 


lse made them, But I was making helping to make policy, on it is 

| mixture of the two. We make policy and we decide policy. That 
5s what we do, but we masimmg make policy and management makes 
olicy. 

Mr. Bullbrook: You see, one of the pm problems I have 
's that in your evidence yesterday, and I questionged you about 
his, you said there was an established policy that as trustee for 
he pension fund it would be inappropriate for you to utilize the 
unds for any undertakings by the commission, -ead Yet, since that 
i have had three more exhibits wherein your administrative 
taff talks about the » feasibility of utilizing that fund. I 


| 


rant to refer again if I gi the exhibit that you have before 


ou, exhibit ames. 38. Mr. Stewart kmgesxinx goes into great 


Kora al 


etail as to ke the rights of the Commission to use oe Bo MpxXke 
i 
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\XBBINE 

Mr. Gathercole: Up to a point {10 per cent which $B woul f 
| Se ae : 7 i 
ive been do tunance the burldtivge Fan oe 
| ee, ith our pension fund @f today, GGe@Gauteetentioe Jendshdel 
| a 
Dies : 


| Mr. Bullbrook: Yes, I realize that and the exhibit 
/ ‘Si aries 
Speaks for itself in that respect. M My questionging doesn't involve 


lie rights or limitations in connection with the fund ; It involves 
an 

she question of policy. If there 1 Stablished policy that you 

me 

youldn't use the funds, why are we having so many of your senior 


idministration discuss and evaluatexmaga-- more than that, analyge_— 


the possibility of using the fund? 





I} 4 ae ee ks 
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Heo 2 l 


Bullbrook 
(Mr. Sakhkergnise ) 





Mr. Gathercole: No door is ever closed. They are 
considering a variety of alternatives by which we can finance 


and secure the realization of this administration building, 
are : 
and they quite properly \« not excludi ng the possibility of 


using the funds vested $m for pensions. In my judgment I think 
it is unwise for any organization to commit its own pension Tung, 


upon 
fram which its employees pacannr bee purposes which <xwamkad are 


within the scope and operation of that company or corporation 


itself. 
Mr. Bullbrook: As I said yesterday, I entirely agree 


with that, especially si’ nce you are the statutory trustee of 
thot > 


Sass fund. 


Mr. Gathercole: Well there is a board of trustees. 


Mr. Bullbrook: a am going to 
Close off-= I realize I am taking abtot of the committee's time, _ 








but I want to get to the meeting at Pickering where you spoke 
| to the Premier about the method of approach to the building. 
Can you recall the date of that? 


Mr. Gathercole: I think it was February. 








Mr. Bullbrook: February of ’72? 


a TY 


} Mr. Gathercole: February of ’72, yes. That is as I 


throws it 
recall ityat that meeting: fblateatac may have been another sae ter 


but that is really as I recall it. 





that 
Mr. Bullbrook: As I understand your Finance tee 


i 


given to Mr. Shibley YU at that time advised the Premier that 
you were in liaison“with several dev-elopers in connection with 
| the proposals for the development of the head office site? 


Mr. Gathercole: Yes. 
































Mr. Bullbrook: Did you name those developers to the 


aes 


Premier? 


es 
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May 24, 1973 
5.30-5.35 p.m. 
H - 97 - 2 { 

Mr. Gathercole: I have no recollection of naming 
them. There were several of ee a I have no recollection 
of naming any particular developer. 

Mr. Bullbrook: Had you advised any member of government 


Ra 
prior to the formal information that was given to Mr. Auld, 


Dr. Reynolds and others, that Canada Square had been the 


successful proposer? 

Mr. Gathercole: No, I never did. 

Mr, Bullbrook: At any time did you ever discuss with 
the Premier that Canada Square was one of the companges with 


which you were dealing in connection with the possible | 


development of the head office site? 


Mr. Gathercole: At one time I mentioned that our people 
had been up to see the OISE building and that they had been 
quite impressed by it. 

Mr. Bullbrock: i eeiaeieies Was that 
at the Pickering discussion? 


Mr. Gathercole: No, I think that was at an earlier 





time. That is my recollection. , 
Mr. Bullbrook: Y8u might have related that to us 

previously, @ don't recall that you had had a former discussion 

with the Premier. 
Mr. Gathercole: No, I wasn't SLSR I had had at an 

earlier time not a CTACHP Ss Qbakrt I mentioned that we were 

proceeding7and this would go back to June or August OF guess, 

ftom. 197 hate were anxious to get ahead with our 


building. 


Mr. Bullbrook: Had you advised the Premier that you 








had attended at the OISE site? 
Mr, Gathercole: I hadn't mentioned anything of that kind. 


Mr. Bullbrook: Y@u hadn't? 





Mr, Gathercole: As far as I am aware I didn't mention 
Sore figs eg at that 
that. It is conceivable that I might have mentioned && some 
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H - 97 - 3 
(Mr. Gathercole) 


of our people had been there, but I have no recollection 
of having done so. 

Mr. Bullbrook: Could you tell pe ae there ever any 
response from the Premier as to the qualities and abilities of 
Canada Square? 

Mr. Gathercole: No. None whatsoever. 

Mr. Bullbrook: Those are all the questions I have, 
Mr. Chairman. 


Mr. Chairman: Thank you, Mr. Bullbrook. There are 


other members of the committee who have indicated they wi sh 






































to speak—— Mr. Deans, Mr. Gaunt and Mr. William Hodgson and, Iv, Remick, 
Yor as 
Rey wish to be added to the list? Mr. Deans®@, 

Mr, enwicles Yes, Mv. Chairmanse — 

Mr. Deans: Thank you, Mr. Chairman. There are a 
number of points that I want <agmmmiae. to ask questions about. 

a want first of all to ask in reference to Exhibit 18, 


the memo from Mr. Dean to Mr. Smith, had =-=.§|—<|j.=<= 


Mr. W. Newman: mM r. Chairman, may I suggest that if 


we witness 
ee a to refer exhibits, that they \aesstommpae, have a 


copy so ee will know what tay are talking about? 























Mr. Deans: My understanding was that he received 





rete 
copies at the time we were givae/n Ts _thatnot true? 
| oo Rte nN ty eve te ae a 
| Mr. W. Newman: Yes but Hey were taker Sey 





| “wWivienr Affe 2 ee 
Mr. Genest: Hidn't wast “Chen. 
| Par ste cNiployas tke Bee 


Mr. Deans: Oh 






Well) what I am going to ask doesn't really require you to read, ;+, 
tlas iS 

iewill read it to sO ee “Section._ it is the third paragraph, 

amelhat I am trying to findout is from where Mr. Dean would 


SE ee oe as, 
derive specific authority to Ee ¢0 age aS 


br) 
he Say Ra "alone or with other people" to undertake a broad 
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' (Mr. Deans) 





new building.” 


Mr. Dean refers to this in this letter of August 18, 1971 
whigit he says, as I have quoted to you in the third paragraph, 
the last sentence. 

I wonder if you can tell me, Where would Mr. Dean get 
that authority? . 
a d i 


ie aepes eee Well Mr. Dean/delegated to him, I believe 


Sissons asked Harold Banks to have 





somebody examine into it and then Mr. Banks would direct Mr. Smith 


to have somebody do it, I think, Peete this in connection with 





























another question that was raised the previous day? And this is 
‘along the lines of the authority that would flow. 
Mr. Deans : In this particular letter he was referring 
specifically to what he considered to be the least costly method 
| of financing the building; Afiat of using the pension fund. And it 
appears from previous, _, 
/ Mr. Gathercole: Now Just a moment . Ysing the pension fund 
would the be the ieast costly method? 
| Mr. Deans: He says5as 
"As you are aware I stili feel that one of the 
least costly methods of financing the building 
without disadvantage to either Ontario Hydro 
or its employees woullhe to arrange a loan 
through the pension fund." 
Okay? I'm only quoting him. 
Mr. Gathercole: ree all right. 
Mr. Deans: I'm not even going to ask for your opinion of 
that. 


Mr. Gathercole: I'd like to give it. 


ered 





Mr. Deans: Oh. no doubt. But you can give it in a moment 
because what I want to find out is if in SAD 4t was a policy of 
Hydro, and I am deithitc on what Mr. Pere a Bu had said previously, uf 


it was a policy set down by the commission that the pension fund 
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CA 


qh-98-2 
(Mr. Deans) 
not be used for purposes of internal financing, hen would it not 
necessarily tam flow ka from that that any change in this policy 
or any authority to undertake a specific study in that regard would 
have to come from other than simply the immediate superior of the 


person writing the letter? 





2 
Mr. Gath rercole: Yes. Change on policy of that nature 


‘ 4 Se a 
' 


would originate in nue senipr levels of our financial divisiony 


the form perhaps of a recommendation $e the 


Gnd be passed up tn 


commission. 





La Se Be mp ine ORS Oe, SER Br an, 


SS oe 2 care 
neo = aS 7 EY OY ener we eae a 


Mr. Deans: Would it not normally 


as 





| reghtre some form of recosrition from the commission thatthey 














= 
were even amenable to a change in the policy which had been 





adhered to over the years me. to authorize the conducting 





of a major study into the whole matter of the financing of the 
new building through the use of the pension plan? eszgamm et me 
put it another way: Tf it requires the authority of the 


commissioners, and if in fact the commissioners have over the years 





| expressed their concern about Saal AR 
the fund being put to tnat eh financing use,would it 
not seem rather ridiculous for people at the lower level to 
continue to investigate tiie MBEer KNOWL ne full well: that the 
commissioners had a stated policy in regaru to it? 

Mr. » Gathercole: I don't think so Mr. Deans. It is an 
organization in whici: we endeavour to encourage the creation of 
new ideas, new methods, new economies, eye better ways of doing 


things. fobody tells us that you hxe 





have got to have a fixed structure all the way through and everybody 
| conforms in the idertical way. That isn't the way we proceed. 

| We want people to be creative in Hydro. We want them to be 
verituresome, to be enterprising, to be coming up with new ideas of 
| how we can do thinvs better. 


Mp. Deans: Well I think,, I am pleased to hear that because 
} 


T penne 


Mr. Gathereole: May I make the other point that T was 
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Mr .Deans: Yes, please do. 





Mr. Gathercole: Mewget: Tn connection with the pension fund, 
we think that the pension fund ought to be operated at arm&’ length 
and ,therefore,we do not think the pension fund should accept a 
lower rate in order to facilitate the construction of the building. 

on which 


This would have been a very easy course/for us to proceed. 


Mr. Deans: Accept a lower rate, you said? 


== 





Mr. Gathercole: To take a lower rate, yes. 


a 


Ir, Deans: But that is not necessarily what would have 


er: 


occurred. 
N\With 
Mr. Gathercole: ».¢ certain implications. 


Me Deans: The reason I asked the original question was 








4t appears that Mr. Dean was given the authority, or someone at 


least was given -#he-autkeuwsipae 





H-99-1 follows 
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(Mr. Deans) 





the authority, to further investigate the possibility of using 


the pension plan. ij. 

Mr. Gathercole: No, he was given authority and 
directed to make studies. 

Mr. Deans: Okay. Then, Mr. Stewart «=u. 

Mr. Gathercole: Nobody's going to lay out a set of 
guidelines and ney Wea it has to be here and here and here. 
You don't do that. 

Mr. Deans: Okay. Well, Mr. Dean specifically stated 
that he feit that he would have required additional authority. 

And he got it. 

Mr. Gathercole: Presumably he got it. 

Mr. Deans: Okay. He then proceeded sigh: set out 

in the document, Exhibit 38, some fairly conclusive figuring of 

the extent of the pension fund, the amount that might be borrowed; 

the projected growth of the pension fund ¢ And: the fact that Hydro, 
ee. by law, would not be disentitled from using 





the moneys for a purpose such as that of the building of a new 
building. It eveng goes as far as to say, in conjunction with an 
opinion which had been received # from the auditors af June 28, 
1966, that caapamiommmnn~inanmediiaireaccuemaaaaeabiaclils aba 


ee set out in that pe ile were caations in 


| regard to interest rate, and other matters, should be continuedg and 





eee should, in fact, be paramount in the thinking of Hydro. But 























| at does point out that, in fact, this would be a possible source 
of financing. Was it considered by the Commission in the light 
of the October 25 memorandum, Exhibit 38, as a possible means of 


financing the iggigt building to be owned wholly be Hydro? Was it 





| specifically considered? 
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Mr. Gathercole: I don't think it was formally 

| considered by the Commissiong that it would finance the cost 
lof the building by way of cempemrenaiecester withdrawal 
from the pension fund._.fot specifically or formally, no. It 
was an alternative. It was always present. 

Mr. Deans: I wonder ——I may come back to that in 
a moment.—If I can turn to another topic just for a moment. 
Am I correct in my recollection of much of the early testimony 
that you gave, that one of the major concerns, one of the major 
contributing factors Yammer decision to go to a lease arrangement 


was the maintenance cost? 






































Mr. Gathercole: It was one of the elements in the 





package. 
Mr. Deans: Would you consider it to be a major 


element? 


| 6 
| Mr. Gathercole: I'm not sufficiently conversangy 


with the development business to say that it was a major one, but 


accordin 
at wa[paieitS our advis¢rs, one element that should be taken 


ca 
into account. But I'm sure that Mr. Sissons ieee embellish 
/ advan ce ait 
ee this and «euniin 























ee 
ae 





SS a 









Mr. Deans: Let me ask you, in the presentation that 
—— eel 


was made by the management group to the commissioneP {and I 


assume there was a presentation. Am I right in assuming that 








there was a presentation made? 


| : Mr. Gathercole: Oh, yes. 





Mr, Deans: Was the matter of maintenance costs and 


ane, 


the savings from maintenance one of the major items discussed? 


Mr. Gathercole: Not one of the major items discussed, 











Mr. Deans: Well, the reason I ask is because in at 





least three of the exhibits before us, perhaps morey three or 
| ~ 


four of the exhibits before us;m&intenance is referred to as a 


major contributing factor. It's specifically referred to-and in 
from which 2 
one, in fact, seems to be the only a eeemenegaranete) benefit can 


fiow. 
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May 24/73 
5:40 - 5:45 pm. 
H 99 ae 3 M.S. 


Mr. Gathercole: Well, you are asking me my opinion , 
and I don't think it is the major factor, no. It is a factor, 
he 
my mind major factor. 





Mr, Deans: Can you teligine whether --- [ assume , iam 





SEB in the new contract, that uta maintenance is one of the 


4tems that will be assumed by Canada Square? 


Mr. Gathercole: Yes. 





Mr. Deans: Can you tell me whether this will result 
in a decrease in the numbers of persons employed by Hydro? 


Mr. Gathercole: I don't think it will result in any 


ng 
decrease, because our staff is expand@te~ Sa I don't anticipate 


any decrease ; ve hope, however, that out of it will come some 


| economies. 





} 
i 























Mr. Deans: Do you believe that it will result in tp 


m 
decrease ‘ef the numbers of persons employed in the maintenance 


areas of Hyaro7in the head office? 


Mr, Gathercole: JI would say there wouldn't be any 
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| Mps-GAthereoste} 








decrease in the numbers Bige@g@acms 


gz, and that does Paine ‘the question in 





iguemk it raises one in mine too. 





Mr. Gathercole: ,.,as to whether when ‘gue Canada 
ae tanta ieee 





Square operate the OE eee te certain people 

| who are employed in the existing structure, find a place 

| within that other organization. I would think that special 
arrangements would have be worked out to ensure this. I'm 
gure Mr. Sissons can explain this more articulately and more 
effectively than I. But we still will be operating the 
engineering building and the data processing building, so 
that there will still be some structure there. 


Mr. Deans: I'm kind of, .4 





Mr. Gathercole: But that is a problem we will be 





vey conscious of and naturally we would be making provision 
for it. 


Mr. Deans: You would be making provisiong for it? 





Mr. Gathercole: Oh yes. 





Mr. Deans: How would you make provision for employees, 
when in fact the contract for the building has already been 
Signed and maintenance, apa general maintenance and specific 


mee nance, 16 now the responsibility of the afveloper? 
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Mr. Gathercole: I don't think it was formally 
considered by the Commissiong that it would finance the cost 
of the building by way of en withdrawal 
from the pension fund..ffot specifically or formally, no. It 
was an alternative. It was always present. 

Mr. Deans: I wonder——I may come back to that in 
a moment.—If I can turn to another topic just for a moment. 
Am I correct in my recollection of much of the early testimony 
that you gave, that one of the major concerns, one of the major 
contributing factors Yager decision to go to a lease arrangement 
was the maintenance cost? 


Mr. Gathercole: It was one of the elements in the 





package. 

Mr. Deans: Would you sonsider it to be a major 
element? 

Mr. Gathercole: I'm not sufficiently conversangy 
with the development business to say that it was a major one, but 


accordin 
it vo pat our advis¢rs , one element that should be taken 


ca 
into account. But I'm sure that Mr. Sissons eae embellishg@ 
advance — 
‘a this and «<eas 











Mr. Deans: Let me ask you, in the presentation that 
——— aan ar. 
was made by the management group to the Fe eee eeee Nie I 
assume there was a presentation. Am I right in assuming that 
there was a presentation made? 


Mr. Gathercole: Oh, yes. 





Mr. Deans: Was the matter of maintenance costs and 





the savings from maintenance one of the major items discussed? 


Mr. Gathercole: Not one of the major items discussed, 





Mr, Deans: Well, the reason I ask is because in at 





least three of the exhibits before us, perhaps morey three or 

four of the exhibits before us, maintenance is referred to as a 

major contributing factor. It's specifically referred to-and in 
from which a 

one, in fact, seems to be the only oe meer Tareas benefit can 


flow. 
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Mr. Gathercole: Well, you are asking me my opinion, 
and I don't think it is the major factor, no. It is a factor, 


the 
ut not necessarily in @@@—% my mind gmajor factor. 








Mr. Deans: Can you teligime whether —- I assume imma 
iguamins in the new contract, that mie maintenance is one of the 
items that will be assumed by Canada Square? 

Mr. Gathercole: Yes. 

Mr. Deans: Can you tell me whether this will result 
in a decrease in the numbers of persons employed by Hydro? 


Mr. Gathercole: I don't think it will resuit in any 





| ne 
decrease, because our staff is expandg@te~ Gi I don't anticipate 
any decrease ; ae hope, however, that out of it will come some 


economies. 








Mr, Deans: Do you believe that it will result in tp 
Ta 
ad ‘ef the numbers of persons employed in the maintenance 
areas of Hydro in the head office? 


Mr. Gathercole: I would say there wouldn't be any 
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Mpy-GAbhereete} 





for the reasons I have 





decrease in the numbers Qimummems 
nent Loned Vagrant and that does raise Ske question in 
‘my own mind,.4 


It raises one in mine too. 





Mr. Gathercole: ,.,a8 to whether when te Canada 





es certain people 
WiLL. 
who are employed in the existing structure , find a place 


Square operate the Paha rie tS 
| within that other organization, I would think that special 
arrangements would have be worked out to ensure this. I'm 

| dae Mr. Sissons can explain this more articulately and more 
| effectively than I. But we still will be operating the 

| engineering building and the data processing building, so 

| that there will still be some structure there. 


Mr. Deans: I'm kind of, .4 





Mr, Gathercole: But that is a problem we will be 





Wry conscious of and naturally we would be making provision 
for it. 


Mr. Deans: You would be making provisiong for it? 





Mr. Gathercole: Oh yes. 





Mr. Deans: How would you make provision for employees, 


| when in fact the contract for the building has already been 





| signed and maintenance, apa general maintenance and specific 


maintenance, is now the responsibility of the dfveloper? 
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Mr. Gathercole: Well, there would be probably 
a two- or three-year period, a two-and-a-half-year period 
of adjustment, and as you know, «aaeateng of these people 
-4n the housekeeping side of things ,. 2g 





transient; esa they are moving from one job to another. I 





—- haven't any statistics on this, but 
I would expect that the turnover amongst such people is very 


| great. But we would be making provisions for them and there 














is no question we would ensure that there would not be any 
hardships. 

Mr. Deans: I assume you realize that you have 

P 


a contractual arrangement that requires that you do just that. 


Mr. Gathercole: Oh yes, in the new office structure. 





Mr. Deans: NO, I'm talking about with your employees. 





Mr RG. Hodgson: Mr. Chairman, we are entering into 





la contrasting ...4 
Mr .Chairman: Mr. Deans, jaunts I don't know the relevancy 





and I don't want to rule you out of order , 
yam, because you know where your line of questioning is taking 


Rut 
7, 1 would ask you to, in your own mind, @ decide whether 





| this is relevant to the issue that we are examining hereg 









| Mr. Deans: Let me explain it to you, sir. 
| Fhroughout the documentation there is clear evidence that the 

| cost of maintenance was a factory and I ponpidee bay ae read 

- the documentation, a major factory in at least the thinking 

of those people below the level of the commission in determining 
what course of action to follow. I think that flows from a 

| number of references throughout the documentation. It can 


only be a major factor, if in fact @® there can be a saving, 


| A€ can only be a saving, ass 
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Mr. R.G. Hodgson: It's a contract and the fact of 
contracts #@ reference here ji tit BR pond 

Mr. Deans: ea yo Just give me a momen’ 4 
think I can explain it to oi ae oar only be a saving 
4f in fact the people who are currently doing the job are 
replaced by people who can do the job more @ cheaply. 

Mr. W. Hodgson: Not necessarily. 

Mr, Deans: I think that that - well okay, I 
think ,.4 

Mr. W. Hodgson: They are still going to maintain 
the make building. 


Mr .Deans: Pardon’ 





Mr. W. Hodgson: They are still going tomaintain 
b 
the wags building; they are not giving that up. 
Mr. Deans: I*1l1 teil you, I'll pursue it later. 


Mr. GAthercole: May I say, Mr. Deans, you have been 





one too, who has made references to the excessiveness of 
our rate increase, You can't have it both ways in this 


field; You can't be saying g[productive, as you can, as 
economically minded as Pagatbie Sean at the same time jot 
have high rates. We do have high EA i ama that's 
one of the real problems with which we are faced g today. 
Mr. Deans: It flows from what you say, that you then 
i 
consider the matter that I'm discussing to be one @@ from 
which, saving can be gained. 
Mr. Gathercole: Haheeg vole hope we can improve our 


A 


productivity and that's why 





tf 4nD — 
maybe this is why we are in this predicgament 


LN 
today and having this discussion, , We wanted to get a building 


been so eager 


DOLLARS 
that would save us several Te year. 


Mr. Deans: You're satisfied Mr. Gathercole that 
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Gm the matter of the maintenance of the building was not 











a prime consideration at ahy time by the commission in the 
determination of going to a leasing arrangement with Canada 
Square? 

Mr. Gathercole: No. I'm satisfied that it wasn't 
a prime consideration. It was a fact but it wasn't a prime one. 
The prine /vas to get a structure which was poing to look after 
the needs Pevhe requirements of our staff so that they are 
co-ordinated. » & 

My, Deans: Andythenefoney he choice to go to a 


kaxk leasing arrangement, Westin: the matter of maintenance 





had no bearing on going to a leasing Oe areoienes 

Mp. Gathercole: I didn't say that. 

Mr. Deans: Had little bearing? 

Mr. Gathercole: It was a factor. Itk has always 
been a oes Nadie I think Mr. Sissons is much more pees [5 petey 2 

Mr. Deans: On I'm sure he can but I want to see 
why you made the decision irst so that Mr. Sissons can tell 
me why he made it. 

Mr. Gathercole: Well I have the advice of these 
various gentlemen wWhd<yand. upon whom I rely; they are competent 
people. 

Mr. Chairman: Anything else? 


spa mee eset, 


MreytDeans: I aaa fia I won't right now. 


eter ee 


Mr. Chairman: All right. Mr. Gaunt. 


AGT Dd Se eage Se cna geen eS 


Mr. Gaunt: Mr. Chairman, there is one question just 
to follow up on the financial end I would like to ask Mr. 
Gathercole. What was your prime borrowing rate at the time SES 
this matter was being ie celta yhat is to say, in around the 
late 1971 period, early 1972 periods What was your prime rate? 


Eight and a quarter per cent? 
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( Mp, Gathercole: Could I ask or is it 


permissdble for me to ask Mr. Nastich? “a 
rie 


eS Ener watts I see no reason why (if we get a 


better answer enameap or a more accurate answer. 





¥ wonder if you would just come 
We Mac oti ch ieee 
forward and give that information. a ania as 











; wv Ye ee 
| you 

. Wourtyannounce your name and then give us that information?’ 

Mr. Nastich: iy name is Milan Nastich. I am the 

Assistant Gengral Manager of Finance and these are the best 


(UESSe > as ae Oy, 
mecwms Tifures until tT go back to the dat “bie in 





Mary of 1972 — February Pia oeo eond pecollestottowe 
bprrowed in Canada at seven and three eignt® per cent. 

tim April of 1972 it WHE was seven and five eights per cent. 
In August, as I recollect, it was eight and a4 quarter per 
cent or eight point three per cent. In the United States, 

at those equivalent times, we borrowed at about seven point 
seven per cent,.« An Juneathe rates in Germany were six to 

six 4nd a half per cent and in Switzerland at five and a half 
per cent. 


Mr. Gathercole: 





Milan, on that latter, 


were ere sane cree RY 


Bie . is “ae 
aicerig German and Swiss rates, that's not net @w cost to us. 


- i. x 
Mr. Nastich: No. But the point of tess both the 


(yee rest See 


German and the Swiss is important; they are short=term loans - 
ten years - and for small amounts of money. About $25 million. 
Mr, Gathercole: We also have a lot of expenses 


se Rea Ns: AT sca ence a 


attached to it. 





Cue Mr » _ Nastich: Yes. 


Mr’, Gathercole: Which brings the net cost up. 





1:But the rate now is about eight, ~ eacht =. ye Doe aves about 


hake Pee 


amonth and a half ago at 2@-@p8seepd an interest /of 





eight per cent. The market is a little softer now, Hee we west 


went to borrow it would be around eight point one five or 
: 





Perhaps eight point three per cent>.-Tie==m 
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: | Suet) as Sass, pom. 
Man. 


Mr . a LUMAN: Thank you. Have you another 


Lente tes 
wets nsewec 


question on the same line Mr, Gaunt? 








Mr. Gaunt: No, don't want to pursue that line 


SS eC ere = 


any further. I have another line of questioning 


Me. Chairman: With Mr. Gathercole? 


ASRS e233 OE rere 


Me, Gaunt: Yes, if I may. 


RR TET rene 


pe. Chairman: All right. 


er se EE FE ee encom 


Mr. Gaunt: Based on the memorandum of March 9th, 


ots — oS eee sare 






Mr. Gathercole; I don't know whether you have it there as 


SESE Tan sme Sore er ar viene Paammoean ree 


7 Mr. Gathercole: Well a know the one anyway. 


Mr . Gaur Weli you know the one to which I make 


Sse 


reference, 


Mr Gathercole: Is that to Mr. Farmer? 


ee ee ee 


Mr, Gaunt : That's to Mr. Sissons. 


Peers 


28 Mr. Gathercole: Oh to Mr. Sissons. Oh I know, yes. 
— ) 


pe eS 5 ee ) 


Mr. Gaurit : You make a clear feference and you 
indicate a clear intention in the memorandum to make a 
submission to the Premier and to the members of the Cabinet 


in that memorandum? What changed your mind? 


Mr. CGatherecie: it wasn't required There was 
the intent 
Fires ae 


| See aN 
! 
j 


H-*#i02 to follow 
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(Mr. Gathercole) 


ee 
ea to make wm a submission, 





to discuss it with them. On the other hand, in discussing it with 
the Premier and advising him gh cule desire to go ahead no ae 
getting the direction iteee from Mr. McKeough that neppreferg/ nee 

to use the conventional sources of money for raising the capital 
from Hydro bonds and so on, then we had to &0 ahead to proceed. It 
was our ae: our responsibility, and we went ahead. The Premier 


,O 
_ Oe Sela and do it.” 1 want to make that very clear. 


hat tye was simply saying tg “Tt 1s your decision, Go ahead and do 
it. I know you have been held up 





And 3g have 
deferred it for these years.” 

Mr. Gaunt: When you wrote that memorandum, what form did 
you think those submissions wouldtake ? Did you have in mind a 
written formal presentation to the Cabinet? Or did you really have 
in your mind that it would be an oral Contact’ telia—an—rzte 

Mr. Gathercole: Yes, I just thought we'd talk to the 
Minister of the Environment or the Premier and the Treasurer. 

Mr. Gaunt: Bearing in mind ¢ége that you had never done 
this type of arrangement before { that is to say, you had never 
entered into any lease back purchase Bescon = renee in mind 
that this was a very important matter as far as Hydro was eongerneds 
dia you not consider it wise and prudent to make perhaps more 
representation to the government, even by way of formal presentationp 
to get their views and to seek out all of the expertise bhat you = 
could acquire at that particular thes 

Mr. Gathercole: I think, Mr. Gaunt, that you have to 
look at it this way. We'd had plans prepared back in 1968 and 
1969. We had, by reason of economic conditions, supplemented by 
a feeling on the part of the province that the tg%me was not 
appropriate to proceed, deferred the construction of the plan. We 
had at that time received approval to go ahead, and what we had 
had was simply an@ indication that 1t wouldbe more appropriate in 
terms of time to delay. So we eeeer But the plan was there. and 
It was our intention to proceed. {somebody didn't say Yea ‘Ro 


then we were going ahead, and they would have to have very valid 
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aebeseunsines ) I'm interested just as a matter of curiosity, 
and perhaps it's s#éno more than that, futy why did you 
feel impelled to seek out the Premier's judgement with 
respect to the press release but not with respect to the 
decision as to what method Hydro was going to employ in 
the maiehk Duilding of the head office’ 
Mr Gathercole: It was just PT was sending him 
a notification that we were proceeding; that we were 
proceeding with the construction of this building, and 
I was saying "I hope it isn't in conflict with your 
judgement". 
Mr. Gaunt: Did you hear from the Premier in response 
to thet press releast’ 
Mr. Gathercole: There was no response. 
Mr. Gaunt: There was no response? 
Mr. Gathercole: No. 
Mr, Gaunt: Perhaps it's unfair to ask yous LE 
| you were doing it again, would you z=, yeaxknanxkhex 
Mr. Gthercole: YOu know the answer. 
Mr. Chairman: I take it you ave through Mr. 
| Gaunt) Fhatwas m your last question? 
| Mr. Gaunt: That was my windup for Ure moment. 


Mr. Chairman: I'm going to assume that Mr. Renwick 








| will be a little while. It is six o'clock. But I thought 
| Maybe Mr, Hodgson would,., 


Mr. W. Hodgson: No, I will withhold my question. 





Mr. Chairman: YOu would like to holdyour question 
DG eee 
 t00/ Meme.» 
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Mr. Renwick: I won't be very long. 
ae Maybe wit Sw hd ) 

Mr. Bullbrook: gate’ et Mr. Renwick go ahead. 

Mr. Chairman: Well will youl be more than five 
minutes? 

Mr. Renwick: No3/not more than 10. 

Mr. Chairman: Are we agreed then that we ppaceada 
Will you have reference to many exhibits? 

Mr .Renwick: Yes, the ones that we used today, 
31 to 43. 

Mr. Chairman: All right,I'm going to ask the 
mee to put the book down there beside Mr. Gathercole, Onda Onoms3 


Ihe OS. 
| (He's on union rates. 


Mr Renwick: Thank you, Mr. Chairman, Mr. Bat nencoe 
I want to limit my comments at this time, or my questions 
to you at this time, to the evidence which you gave today 


on the various exhibits that were submitted to you. I 


| want to deal first ofall with the sgaqux sequence of 


exhibits 31 to 39, with the Safrance correspondence 4m OQ.Wd a 


relationship with various members of the Hydro.Electric 


| Gommission. 


The introductim at the last moment—and that is 


| not by way of criticien pet understand K of Exhibit ae, 
39, the memo of the minutes of the commission, which first 

| considered the Safrance proposala, appeared on the surface 
to have perhaps answered the line of questioning which had 

_ taken place up to that time, YWAich had been conducted by 


Mr. .Shibley. But I find it most unsatisfactory. I 


want to ask you this question; As I take it, the three letters 


of Mr, Safrance, one to Mr. Banks on the 3rd of September} 
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| Mr .Renwick ) 


one to Mr. Sissons on timp January 25; ane to yourself 
| on February 17, 1972—That is exhibits, in the order 
| I referred to them, exhibits numbers, 36, 37 and 31. ewe 

kot w 3) eves 

Mr, Gathercole: Thirty-six, 37;\that is 32, 
4s 4t? I've got 36 in my hand here. 
| Mr, Genest: Do you mind if in ices = tee Agia 
a 


Mr. Chairman: NO, go right ahead»... 
a 





Mr. REnwick: I hope you won't count this in 


my ten minutes! 





Mr. Bullbrook: Certainly not; time out. 





Mr. .Chairman: YOu have five minutes left. 





Mr. W. Hodgson: Five and a half. 
Mr. Gathercole: I've got here 36 anyway , 


| and 39. Mxx 





Mr. Rene Ce: Thirty-six - 37 and 31 are the 


really think the questions 





| need a close examination of the documents. My question 





H 104 to follow 
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6:05 - 6:10 pm. 


* H 104 - 1 M.S. “4 


(mr, Renwick) 
| : aach 
p> to you is that Mr. Safrance wrote three letters to you, es, 
in substancey a repetition of what he had said in the first 
letter. 

Mr. Gathercole: You mean to Hydro? 

Mr. Renwick: To Hydro, yes. 

Mr. Gathercoie: Not to me. 

Mr. Renwick: No. Sorry, one to you, one to Mr. 
Banks, one to Mr. Sissons over a period of about five, five 
and-a-haif months, all Hsubstantially saying the same thing, 
and confirming that funds were available, indicating the sources, 
indicating some hank sort of basic reasons why it should be 


Subsran Fiall 
considered. Is that correct? That they 're |’ es proposal? 




















Mr. Gathercole: Yes. 
Sag Spal hated 
Mr, Renwick: And, Mr. Gathercole, it's clear that 





Exhibit tm 39, the minute of the Commission's meeting on 

September 17, was a clear instruction from the Commission for 
<n po 

negotiations and discussions to | -~- not for negotiations, for 


EER 


proceed with Mr. Safrance, with respect 





| discussions to memes 
| to the details of his proposal. Is that correct? 
é& Mr. Gathercole: Yes, that this should be examined. 
Mr. Renwick: That's right. And that they should 
contact Mr. Safrance to discuss it with him? 
Mr, Gathercole: Yes. 
Mr. Renwick: Right. Now, if I may borrow words which 


you used, Mr. Gathercole, you said that a proposal such as this 









































would be analy$ed and evaluated. Now, I would like to know whether 
or not, following the instruction of the Gommission on September 
17, 1971, to and including the exchange of correspondence by you 

| with gas Mr. Safrance in February, 1972, or subsequent to that 
time, as you reiterated in your taneet memorandum to Mr. Sissons 
that it should be discussed, did you or the Commission ever see 


an analysis and evaluation of the financial proposal of Mr. Safrance? 














































: jd 
4 "ae = 
peer 
yore : 5 
<2 ee iefoor dgad oy 
—— 
0X orth :aobwaoh_.aM 
a iy =e i 1 
oa oF do a — 
1 62 emo voy OF enc , YRTOe om tale. oF. ae 


Pe ae 
__ 


sent aca nd bhae Bad of 9 


-@¥E2 ,ovlt (soda To botteq a ‘evo anoentl ot oF 
.pekd? emse on? gatyar vio tte “¢scitn on 
esewee of9 goiteoltak ,eldaliavs orgy eboirt daris: gst 
vd Ohwode ¢! ute Bosses olane to s108 im ‘enon 


Nad «at tole 
tLaeo nae SAG ae? yods Set? %doeeri0e dead et ~.b 
.osY t.efootedésd mh 
2 oe ek 
sets smete a'f! ,efeotedte0 .<M aban = :dotwnek mo 


AG gutters e'motentancd eft Yo etuntm ed? RE = se 
a) nS 


yo neteekeioD etd mot no ronueaiae tcelo m saw ath 
x0 , wanttal toy ae 703. gon - o? anolesvoelb bins inal 

| "ge cone ae “* cddiw Beegetg {orem of anotaas 
Tfoexwad Fads at .teseqgerg oir 10 altased am 


i 
Tween 


poecedy dete 


sontmere #@ Bleodn elag sat? ,aek. rolooreddad am 

otuedy Yate geid Bnd .ddgtt a dent :tobwaeh .am 
Omid dgiw ¢2 sangetb o¢ eonatis® . aM ve 

; -ee¥Y «toelooreddap. .aM 
4s eieroe worvtod yeaa Tt .Wol Gag it ioloturel oil on 
‘to om deus faneqortqg @ gadid bilan my , efooterdged a beau 
witece werent o@ efit Biwow I , von . bedantave fra So€ylaens od biut 
qjatmedgee te notenhaete od? Yo noltowrfant 6d? ualwoliot stom 
vo. eo saneittoqeettew To earcadoxe od? nntbufont bas of fTOL. ‘ 
sont of Qeaupwadee 4 ,STOL , erawrded nt sonaris® or eee ‘s 
copael® 94 08 ovhewegmen Wight tor ot bedetetion voy 68 , 6g 
ete 1eve Goleetamed ay te voy hth ,baeauosth ed biyora #f 31 . 


feonerlst .a lo Jesoqosg fatenant? of? Yo aotveulsve baa oteylena | 
* : 







































































4 May 24/73 
6:05 - 6:10 pm. 
H 104 - 2 


; M.S. 
: aaa Rec te ee eens 


Mr. Gathercole: I have no recollection of that and 
I presume that it was analy ed and that it was discussed orally. 
Now, may I --- 

Mr. Renwick: Mr. Gathercole, I don't want to cut you 
off, but I want to deal only in things that you know of. Would 
you direct, between Waritie time we meet again on Tuesday, your 
mind to that specific matter? 

Mr, Gathercole: Yes. 


Mr. Renwick: And, of course, if I may suggest, the 


best. evidence of a thorough consideration of that by the staff 


| of the Hydro and a consideration by the Commission, would be 
| reflected in a minute of the Commission. So, I would ask 

| specifically that a special search be made to see whether or 
| not that was referred to in the memo. And I think that the 
point of my question is perfectly clear; gai I'm aver Mr. 


_Gathercole, you understand. 


Mr. Gathercole: Yes. 
el 


Mr. Renwick: Let me return now to the series of 
—_————————_anmmetl 


| Exhibits 40, 41, 42 and 43. That is, the letter to the Premier 
| and then 41, 42 and 43, the letters to Mr. Fleck to the hon. 


My 
Mr. Auld and the hon. he. JK. Reynolds. Did you ever receive 


any reply to any of that correspondence, either by letter or by 


| telephone, or g in any other way? 


Mr. Gathercole: I didn't receive any communication 


the Hon. a, 
by letter from them, but in the case of7 Mr. get Auld, we had had 
| 8ome ongoing discussions and I was simply keeping him informed of 


it. Now, with respect --- 


Mr. Renwick: Sorry. Could I ask, perhaps more 
——— 


specifically, the letter to #he-brenmiaxz 
RRs. | 





Tape H 105 follows 




























is harians Ome’ eteumiis) «a 
blew he wort woy tantt agatde nt 
agey .vebeeut na Algge Jeom ww oat? 


-oeY 
add ,faeagec Yow TER .ceciion to baa 
Viade edd (i Cad® TG nol satehlanes fruossods a 

od Mivow .notneiomed oc? we cofewantegat ems 
dea bives I .oB ,ncteetmmod on? Io sgunte B41 
“0 “edfuce oo4 OF @Bem od Aginee Latooge # Cade Eases, Th 
ed? gade Antdd t Beh oman ed? al of berreton maw ! 
eae wT ep poeetoc Kitoatteq at notdseup ya to 
-hamsetehqy WOT, «Re * 

eof +:efootendse® .2% 


Yo nelver edi of won cies Om 6.3 Svotuneh saM 


agtmes? 4649 62 terdel ats .o2 fat cd bas st th 08 att 
pod etd Gf 200(% .aM of weocwel ant EP bas cA ,L6 nee 2 
Se 
evleoes teve ooy DIC ablenryoRn .4.6 vod edd bas 
cd 10 sotdel yd teddie , sonsiniijnee me tude to yaa of 
teamed 
fvaw verve nh nat %% “10 « Orie Ls 
iF 
votdaatrumees yao evieoot J ahrh I elon edsad Ae 7 
Pl em he 


- wo eal 
nad Sat ou bik ee oe ‘ihe odd at sod met? Goxt Tedd 
iS 


‘5s heertotal aid gaiqeed +4: mis saw I bee snolesponkD aatonne | 


a toeqeet, iviw volt 
ne 


exon euardtweq , Nea tT Hlpod .yrme  idotwaen he ty 
a cent 
Salita een Ra aetna oo titel od? , 4liaolt®, 


al a) ; 


gwoliot @®O0L H sqar 





} H-3205 ~ 2 May 24, 1973 
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ee Premier ended with a specific requést for advice or 


opinion from the Premier. Did you receive any advice or 
lopinion that you in your mind concluded was from the Premier, 
either from the Premier, Mr. Fleck, or others who are closely 


associated as advisers of the Premier? 











Mr, Gathercoie: Not related to the February --—= 


ee nee Ee Te 


| Mx, Renwiek: I believe the May letter if= 





en gore 


May 16th letter to the Premier, which is Exhibit mam 40. 
| 


VAY 
The one/which you refer to --~—. 


| Mr. Gathercole: To the conversation wither, —— 
Mr. Renwick cs With Mr. McKeough. 


| Mr, Gathercole: Yes, right. i received no written 


ence ~ ere 


‘information. 


Mr. Renwick: Did you receive any other communication 


that you in your mind wouid consider to be a reply to the 

















points which you raised in that letter? 


! Mr. Gathercole: No. 


a mee ee tn eee ~—— 


| Mr, *enwick: Not from the Premier? 


| Le NaS ee 


Mr Gathercoie: NO. 


° 
pedis ae ee 


| Mr. Renwick: Not from any ef the men who are close 


Se 
| ers of Prthier? 
advisers of the Premier’ 


Mr, Gatherccie: Ne. 


a NE TT eee 


| Me. Renwick: Not from the then Treasurer of the 


re ere ee 


Province? 


Mr. Gathercole: No, not from the Treasurer. 


oa eae rome Seses ors 


| Mr. Renwiek: So that the communication represented 


| er ne RUE OT 


by Exhibit Me, 40, your letter to the Premier, went without 


any acknowledgement or repiy of any kind? 
PAA 
| Mr. Gathercole: That is as far as f recollect, 
{| Fon ¥ ey 7. a a Tudo Wie aida aaah . 

Ovresingadtn le... . hat is as I recall it. 


Mr, Renwick: i would like you aiso if you would 


| Lae ee ng TR TE Ot 


between now and Tuesday to .._ 
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¥ H-105 - 2 May 24, 1973 
, 6.10 - 6.15 p.m. 2 
Mies 
Mr. Gathercole: That is my recollection. 
Mr. Renwick: But I'd like you t, if you would, 
Mr. Gathercole, to refresh your mind ,in the best max ms possible 
way in which you can & between now and Tuesday Be that aspect 
of the question. 
And “aga Mr. Chairman, are my questions on today’s 


matters. 
¢ wk > 
Mr. Chairman: vou Jwish to proceed, I these? 





gather, on Tuesday ? 


Mr. Renwick: Yes, very briefly, at the beginning. 


rere enema reise 


Mr. Chairman: Mr. William Hodgson - do you want tome 


_W. toda Son J_ la 
Repwtek—-— Tetag can I leave that open? 







Ge toed 
xo 


Yes. We will leave it open. 





el 1 &e An. 
Tos ae oi think I have a fairly pertinent 
saan see take 
question I'd like to ask Mr. Gathercole, because in the 


so there WAKA OQ the 
reference to Mr. NeKeough~tye- possibility that peepeeseesraze 








aaa Department of Uhie, Caeasne services would evaluate ik . 
Was that done? And I wonder if there was an evaluation made 
if we could have a copy cf it? 


Mr, Gathercole: No, there wasn't aed —- there wasn't . 





eel 


And in that connection I found rather interesting a letter 

that I received from Mr. T.R. Hilliard, who Sg beputy Minister 
of the Department of Public Works at that time asd Ministry 

of Government services back in Mareh of 1968 in whicn he said 
“Goth the minister of Public Works { the Hon. Ray Connell at that 
Bae) and a member of the Prime Minister's staff have asked 

me recently to be in contact with you to see what your building 
plans ute for tag University Avenue. I am not thoroughly 
familiar with the reasons behind these requests except perhaps 
it is felt there may be certain space, either in your new 
building or your present building, which the government might 
use. If you are in a position to give me any information 

at the present time I would appreciate it.°7 


Now the reason I'm giving that letter is that it 
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H-105 - 3 May 24, 1973 
6.10 - 6.15 p.m. 
MR: 





indicates quite clearly in the Ministry of Government Services 

that the office building, the administration building of 

Hydro ,is a Hydro affair. In other words, it has the responsibility 
for it. 


Mr. Chairman: M Thank you. The hour is 6.15 or close 











to it and I hope you will be back with us on Tuesday, Mr. 


| Gathercole. You may hope otherwise but you are such a popular 











wikem witness that they all want to ask you questions. 


Mr. Renwick: Mr. Chairman, if I may -—— 


Mr. Chairman: Yes, Mr. Renwick’ 





Mr. Renwick: a ater | may, it would save a lot of time 





| with the questions} I asked just a few moments ago ,if ie 








will not have the rug pulled out from under me by being informed 
| that Mr. Safrance's source of funds ES eae fact the source 

1 / 
of funds that ended up in the Canada Square finan sl’ 

\ < L 
Mr. Genest: That is a good question. We tL Inver palate 
Mr. Renwick: Would you? Fine. 
Perhaps we could have that right at the opening and then we 
won't have toO sos | 

Mr. Chairman: We will adjourn until Tuesday at 

jm -00. 
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3:10 ~ 3:15 pm 


q CA 
y 


$ H-106-1 


The committee met at 3:10 o'clock, p.m.,in the members' 


i) 
board room. Mr. J.P. MacBeth in the chair. 


Mr Chairman ; Ladies and gentlemen, eoncse as I believe 


we are ready to proceed. I call the meeting to order, and would 


| ask Mr. Gathercole to come forward again, again reminding him that 
| he was sworn some days ago, but I think the same oath still holds , 


| It's not getting any thinner, Mr. Gathercole. 


? Now as you will recall, when we were here Thursday last 
Mr. Dedisaccon had asked some questions, and I believe that 
Mr. Hodgson was through. Then I passed it over to Mr. Renwick, and 
Mr. Gathercole had underfiaken to get some information for MR. 
Renwick and for the committee. I pass it back to Mr. Renwick at 
this point, but hoping that he would keep, and any other members 
of the SE A aR hs keep, their examination of Mr. Gathercole at 


this time to information that has already been am read by counsel, 


| and then we may pass it back to the committee counsel who will 


| earry on to new fields. But if there are any members of the 


committee who wish to examine at the present time if they would 
limit their examination to matters that have already been introduced. 


Mr. Renwick. 


Mr. J.A. Renwick: MR. Chairman, that was precisely the 


ores 





oor 


intent of the questions which I left with MR. Gathercole when we 
adjourned on Thursday of last week. And I want Mr. Gathercole if 
he would, Mr. Chairman, to answer only from his specific cae CUES 
because it may well be that the information which {f am seeking can 
best be given by other and subsequent witnesses. 
First of all, in the proceedings of the commission oe 

sents ary record of an evaluation and assessment of the Safrance 

proposal which was set out in the three exhibits, Nog, 36 Safrance to 


Banks, No. 37 Safrance to Sissons, and No. 31 Safrance to Gathercole ¢ 


_ to which MR. Gathercole replied in Exhibit NO. 32 Gathercole to 


Safrance, and which was the subject of a memorandum at that time? 
Is there any record in the proceedings of the commission of an 
evaluation and assessment of that financial proposal? 


ze 
Mr. GE: Gatpercole : yi £4 to answer that, Mr. 





at 








Renwick. I have been “eee that the peerenee proposals ase. 
ff-fO Fx f- forCon 




















‘ _ 7 7 





va : . : ae 

Veredmon ait af thee Spofo"o 

| atetio add al ‘done 

asia I plesnwos yee tsnes bes wetbed ;oamet a 

Sfvow bane , eho of antéeon add Ifeo 1 -bosoota 08 wb aot: 

gadd mtd yotbatiies atent .mtoge trewto? emoo oF rLc ret? act 

, eblor ‘lite daa omen en? Antdd I gud ,omB eyed eos anowe 

oleorettea oi .ronntid yas galsieg ¢ 

deal yabotundt? etod etew ow rode Liaoet {tilhw voy 28 wou = , 

tadt svalied IT fae ~enoliaeup sme heias bed noagbonml : 

to lene wt od seve ¢2 Poedsq I neat -fguoids €sw nongboK 


don of waxXdBrebau bad eLootedia® 


































Dns 


© 


2% sot potia wo lal Gmc 
‘a detuned oxM of feed at cong I -osddimmoo a0? tot SRR ee 


sie ,q4oi Blyow 3A tsi? antaod tud .Iatoq 


ws. 


areadmem ten7o ¥ 


TA Ssioo% Hc 3s + Ti 7¢ ao fan rapes G4 ott een tngim, oso tRMoe 
tesnues <d baet Be “tone PoRetLS BAN tad aotdantotal of emt? 
irtw ornw Lat ‘eee ; i? of doad gf 2eeq Yam on ced? 
fo a em ¥ os wyadt Tf ¢0@ ,ebLelt wen oF m0 
btw Tae y inem@eeo eed 2a antnaxe of Nalw onw oers 
beovhors ; E rtiam 07 vottantnaxe tle? 22 
, Xo lwneh 
ena ) i j ; ia twaon sAct aM 
| ay 2 nf i j ¥ Sitio f | Haut siz to Jct 
t ‘ 
) af: ' a mA jouw 8A lo yabetud? no bene 
| mt y . i yowane oc? ,ttaorriedy .aM. . DING 
) sate i ) teenurotet ade todd ed Loow- yom Sf eam 
es ; ae ry ban wedtio ed neviag od a 
| 
| ) sia af , ite to vetkt 
j Sree 
‘'t wa To -dee 3 ti ! f na lo htopet vin 
} ; Aa! 
f , ” ioe baw pintdw [seo 


;nAT Pax TF ou. ac 


’ o's | 

¢ : (qed slositaited AM. dota 

m , 
itt De yubre*tonem ££ Co dua ora Baw itd tiiw bis , sore 
no hae! we adj % “wt s9e%q: GH? nk Btese% YAS ete 

. _ 
ets mtg Inia '? tude TO Inemeoecer Ors noltidsy: 

a9 


ie qe:s _— 
Jed? aes of eae“ t :elosredisd De sat 7 


sfaceactwd wonnete® orto aiid beaivbe ine ad ait 
a - 


ier 








_— i , o\)<or 


er 


7 









May 29/73 
H-107-1 3.15-8.320 p.m. 
E.M, 





(Mr. Gathercole 


‘ 


were examined and dealt with by Mr. Milian Nastich and a memorandum 
of Mr. Nastich's efforts has been provided to the counsel for 
this committee. The Safrance proposals were, in my view dealt 


with in the detailed memorandum given to me evaluating the head 
Mir kK 
office proposal, by Messrs. Meek and Candy. 


Mr. Renwick: Mr. Chairman, I t—, 
2s DENWLEM 7 

T beCieve i was ) 
Mr. Gathercole:~ AC Rprir io. 


| Mr, Gatherco’ 


Mr. Renwick: Mr. Chairman, I would just like to 


interrupt because I know that obviously answers have been 








ry 
prepared ana hayes have been appropriate but in the interests 
of the economy of time, is there in the records of the commission 
itself, any evidence that the commission considered an evaluation 
and assessment of the Safrance proposals? 

Mr. Gathercole: There isn't any record in the 


ppikaen tk <p C_LOUINA nA Adin e "4 iw wiles . 
commission's proposals/dealing PSN So EER Safrance suggestions 
| } 


dad Qn the other hand, there are memoranda which analygedjand took 























|} into consideration the Safrance proposals. 


Mr, Renwick: I understand so and I don't want to pre- 


oe 





Judge what will come later but that information is Best obtained 


from the persons who prepared the memorandas I take it then 
that you do not recall the commission considering an assessment 
and evaluation of the Safrance proposal and that the minutes 


of the eomnl seton do not reflect any study of that proposal? 





RRR ET PRIA 


Mr. Gathercole: That is correct directly, but 

ie 9 . 
indirectly, they weress¢ taken into consideration by the NS 
who were examining a variety of proposals, 


Mr, Renwick: Mr. Chairman, secondly, do you know 


A TT WARE TET 












































of your own knowledge who the source of funds was to which Mry 
|| Safrance referred in those exhibits? 


Mr. Gathercole: I haven't any personal knowledge, no. 
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May 29/73 
315-3 .200 p.m, 
H=107-2 Evie * 


Mr, Renwick: Were you ever informed as to the 













Mr. Renwick: And zk, my third question 
irelated to Exhibit Nos. 40, 41, 42 and 43; the letter from yourself 
| to the Premier; the letter from yourself delivered to Mr. Fleck's 


|home; the letter from yourself to Mr. Auldjand the letter from 


| Mr. GAthercole: I have no record of any direct 
| 


| whether Lhevelwaci any record tin his office of such a reply. 
' eee 
| NG Ss 


jd I was advised that he had sent/my office a letter which 
Kas 

‘was dated August 8, 1972, aaa Mr. Fleck ayy’ also supplied a copy 

(Of such letter, which has been made available to the counsel of 

\this committee. Now, I have no recollection of having received 

|this letter but I cannot exclude the possibility that it might 

| have been received. I should say, however, that we do have 

ja system in our office in which a record is kept of ali incoming 


| correspofitence and there is no notation of the receipt of Mr. 


|Fleck's letter therein recorded. 








at 


Mr. Renwick: So I take sia aah that apart from 
Anne oy ae } 


| this letter, which I will leave to counsel to deal with as he 
jsees fit, the letter from Mr.Fleck to you in August ef 1972, that 
}you had no other reply from the Premier, from the Treasurgr, who 


|was referred to in your letter to the Premier or from Dr. Reynolds 
y 


}or from the hon. James Auld or anyone else amongst the 


(Tape H-108 follows) 
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H-108 - ] May 29, 1973 
Max 3.26 - 3.25 p.m. 


M.R. 
oe DE FEMS “AGA -OieS pore 


Gisswanenes’--the' close advisors to the Premier that you 
would consider an answer to the points that you had 
endeavoured to raise in your letter to the Premier of 
May 16th? 
Mr. Gatherccole: My letter of May 16th — ne, 


Mr . Renwick: Thank you. Thank you, Mr. Chairman. 


oe 














Mr . Chairman: Thank you, Mr. Renwick. The clerk 


i a 


: Oe ig 2 
has just passed out) sheet entitled copy: g 







aces 4 
ms confidential, 








September end, 1971. I understand that is an interpretation 


| of the handwriting on the back of Exhibit 36. 





You) ssa proceed, Mr. Shibley. ; 

Mr. Shibley: I'd ieiewe like to put eaExhibit, 
Chairman, the letter to which the witness has just 
referred, being the letter dated August 8th, 1972, which 
| reads: 

"Dear George: Thank §@® you for your note. The 
Premier will be gm interested in seeing it. In 
passing I might add that while he wants to be 
kept informed, the judgement is supplied by the 
| eommission. Yours sincerely, James T. Fieck". 

| 

i. And it is directed to Mr. George Gathercole. 

New that the document has been produced, Mr. 
hercole, does it refresh your memory that vou received 
| this letter from Mr. Fleck as at the time of its date? 

q Mr, Gathercole: No. TI have no recollection. 
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Mr. Shibtey : 


aes ANAS 


Mr. Chairman: 
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that correspond’ wists Exhibit 44 then will be this letter 





/ ry) ‘ 
| to "Dear George" from Mr. Fleck, dated August 8th. 
Mr. Shibley: Now then, Mr. Gathercole, I want to 


irect your mind to the question of your dealings ,and dealings 


m@ Others within the Hydro eae ae te other developers 
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| (Mr. Shibley) 
|who were submitting mm proposals for the construction and 
|finaneing of your new head office building. I refer you 
| rirst to a letter dated October 5th, 1970, on the letterhead 
lof the Fairview Corporation Limited, directed to Mr, Candy, 
iand a reply to that letter cf October 16th, 1970, ax copy of 
which reply @& was sent to you for your attention. 

Would you piease produce both those documents to 
| the witness? And perhaps tir, Chairman, we can have the 
letter from Fairview of October 5th, e710 made Exhibit 45 
and the reply Exhibit 46, 

You will note in the letter from Fairview, Mr. 
|Gathercole, in the second paragranh, there are numerous different 
leasing arrangements, some involving Hydro ownership of the 


| land and some involving Fairview ownership of the land, 





combined with various option arrangements which would provide 
for the ultimate long-term ownership of the land and building 
by Hydro. 

fon Mr. Gee Cathercole, I gather you saw a copy 
of that letter as well as a copy of the reply, wherein @g 17 
Exnopit 46, Mr. Candy stated: "Thank you for your letter 
| Suggesting the various methods under which you would be 
prepared to participate in the financing and/or construction 
Of Gur proposed new head office building. As a result of 


Our previous discussion in connection with this project 


we have given this matter consideration and would be quite 
interested in discussing the situation with you, but would 


prefer to postpone our discussion until the early part of 

















1971 at which time I will contact you in order to arrange a 
meeting# .°? 
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(Mr. Shibley) 












































peetines.. Was this one of the early incidents of a leaseff 


purchase type arrangement being one of the alternatives 


considered by anyone on behalf of Hydro? 

Mr. Gathercole: The question I hawe in my mind, 
Mr. Chairman, is to whether it was one of the earliest; 
it obviously wasn't as early as Some , because Hydro had 
been engaged in an analysis of lease-purchase arrangements 
for some time. But I would say that it was one cf the 
earlier approaches. 

Mr. Shibley: Yes. Then I'll produce to you. 
@ letter dated September 9, 1971, that’s theyear following. 
I'm sorry it's not a letter'it’s a memorandum from Mr. 
Sissons . the official records of Hydro of that date, 
and it references an approach by Cadillac Commercial Properties. 
First of all, has that memorandum been reviewed by you” 


Mr. Gathercole: TIdon't think Ive seen this Mr. 


oe TT ERT SONNY = 





Dshibley. 


Mr, Shibley: I'd ask that it be MAGE | in any event, 





exhibit 47, Mr.Chairman. 


Mr, Chairman: Right. 


een me 


Mr, Shibley: You'll notice that in the memorandum 


\ Aen at GRRL IPO MD II 





} 
it\is sort of a memorandum for the file, Mr. Sissons outlines 
the approach by Cadiilac Commercial Properties and he says 
in the second paragraph: "I have been putting them off on 
the basis that our own plans were too indistinct, but was 
unable to @o this any longer and had a session with them the 
Other day.” 
My. Genest: Excuse me, Mr. Shibl ey aid you say this 
ao ei haunt He Le, 


oy Be pabee 
was a memorandum for the files< The one I iriveggr addressed 


to Mr.Witbeck and Candy. 
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s s 4 
Mr. Shibley: EDs syied up on the top, official 
| 
| record and. . 


Mr. P. Genest: That shouldn't mislead 5 I'm 





| toad that the copy retained by the writer,-— 
| Mr. Shibley: Thank you. 

Mr ..Genest :.-Ef it has the words "official record" 

| on it that's the file copya of the memorandun. 

Nie Shibley: Ali right. Thank you for the clarification. 
| Then it's a memo from Mr. Sissons to Mr Witbeck and Mr. Candy. 

| Later on in the same paragraph; "They expressed an interest 

Sgr beine considered as a project manager and construction agent 
| for our new building in the same manner as they are dong Lor 

| ehe Mount Sinai apartments on McCaul St. I gather that this 
inate) 

is afpartort their normal business but that they do keep a 

full gp time project and construction organizatig@ which they 


}use on projects other than their own". 


Now was the # circumstance that 


Mr. Gatherecole: Yes it was. 

LA DEYTIEL OSTA SEIT HITE ee 0S STR SS 

Mr. Shibley: Did you in fact then have a meeting 
RETEST NESET AEISLNA LIED I RNIN. g = i 

Reese With principies of that firm on 


ou 


| November 2G) 39717 


| Mr. Gathereole: Yes, @evas..- I participated 
in a luncheon meetings with representatives. 
Mr, Shibley: I'm producing to yu a memorandum 
to the file from Mr. Candy dated December 10, 1971, which (2. 
will make exhibit 48, and it references , a meeting on 


‘onday, November 29, held at the University Club with Mr. 


GBorge Gathercole, chairman, Mr. Doug Gordon, general manager , 
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figa (Shibley ) 

Mr. Diamond, president of Cadillac Developments, and Mr. 
Candy to discuss the possibility of Cadillac Developments 
submitting a proposals for a lease. purchase arrangement for 
the new head office building. Now, Mr. pan Reua lke, Want took 
place at that particular ma meeting? | | 


5 


Me. Gatherecole: We had a discussion about the 


OI ae eer eer nein ee ee 


| possibility of whether they would be interested in 
participating in @ contruction of some type of lease-back 
or other arrangement with Ontario Hydro, 


_it was 
pammeesam Mr. Candy who had made the arrangements 









fand I think 




















to have Mr. Diamond come in to see me. and so we brought in 
Me. Gordon and Mr. Sissons and so siiiend discussed it at that 
Meetine. 

Mr. Shibiey: So @* you brought your own staff out in 
gece} note from this memorandum, in terms of senior personnel. 
| es phat correct? 


Mr.Gathercole: Yes. 





Mr. Shibley: In trms of the representatim made 


Sf mayer 





to you by Cadillac, did you consider them 4 serious 


contender for this project? 
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| 2:30 —~ 3:35 pm. 
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aLey ) 
a. Senious contender: for thierpreject 2 





Mr. Gathercole: Well, I certainly did, yes. I think 
we all considered them as a very serious contender for participating. 
Mr. Shibley: Relating this meeting to the memorandum 
Won. Th) 
which was exhi bited; last day, which was the =m memorandum dated 
the 25" wnerein it appeared that Mr. Siss Ons, who prepared the 
memorandum, was speaking of Singling out a single developer for 
undertaking the SOA Sa I'd like to understand your conduct, 
in conjunction with these other peopie from Hydro in pursuing 
this type of meeting at this particular time. eae 
Mr. Gathercole: Well, Mr. Sissons? logistics jability 
was, I thought, very much of 4 talking-out—loud piece Bhd my 
feeling, very strong feeling was that there were some things 
acceptable. 
that were being said in there which were not /agzenkabe That 
| we had to have - there was no question about that - ek had to 
have proposals and that these should be exte actly eiether company 
should have the opportunity. This meeting was not joasé. arranged ju sf 
| on the Spur of the moment, but rather, probably, had been planned 


before Mr. Sissons‘ pre aration of that document, But I'd had 
prep 


Some discussions with Mr. Sissons and with Mr. Gordon, and there 





| Was no question in our minds that the field was open for 
Competition, for participation by other developers or contractors. 


Mr, chibley: i want to be clear on that, Mr. Gathercole. 


When YOu say "there Was no question 3m our minds", to whom are you 
referring when you say "our"? 


Mr, Gathercole: Well, certainly that was true in my 


eee hrc ed em 


OWn mind «-- 


Bnet. Shibley: Yes. 


AN Us te eer 


Mr. Gatherzoke: aang Bnd L think in a general way, it 


REAL ATCO ene ay So my 1 1 ee 


Was true of the general manager and of others as well. 


110 Shibley: All right. Well, then 1 want to show you 
































also a letter dated September 16, 1971, on the letterhead of 
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Horizon Development and Management Limited, directed to Mr. 
| Sissons , and signed by Walter Zwig who, I believe, is the head 
a that corporation. 

Mr. Genest: September? 

Mr. Shibley: September 16, 1971. I might tell 
imembers of the committee that I'm dea aling now with the developers 
in the chronological sequence of all communications in writing 
that &ek have been produced to me? and I'm movi ing from one to 

tHe next on that footing. So, I wili be going through now the 
|}documentation with Horizon and si moving from there to Yolles 
Rotenberg and s® on. 

MexxGathaexeawe Me. Gathercoke, again #—<, 


ee ne 
Mr, Chairman: aiemaees 49, I believe, 


Ren ener ret AES cer unre i 


Mr. Shibley: Thank you, Mr. Chairman. JI want to go 


Ts eR sa Orr meee 





over this letter with you with some care. You'li notice it 


starts offi, "Thank you very much for seeing me yesterday", and 
I whak gather, therefore, there was < eeting between Mr. Sissons 


a ie RT » + 
and Mr. Zwig on Rees September 15. you any knowledge or 


an 


information respecting that circumstance? 
Mr . Gathercole: No, f haven't. No, 


Mr. Shibley: Were you brought into the picture at 


this early date, respecting the communications between Mr. 
Sissons, or anyone elise in Hydro, and Horizon Deveiopment §? 
Mr. Gathercoke: No, I wasn't. 


Mr. Shibiey: All right. Then going on: 
om ogi confirm our conversation, we have under way at present 
a joint venture arrangement with Metropolitan Life Insurance 
Company for a development in excess of $50 million at 
Eglinton and Yonge.” 
And so on. 


We would like to make a proposal whereby we would erect an 


office facility, kuwexmkee topether with certain commercial 
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ss on the ground floor, to house Ontario Hydro 


© eo @ 


your lands and providing the aforementioned facilityee 


saga ONS oy) 
on a long-term dease ¥40 50 years} 


-— Then in the third paragraph: 

though we have ample funds assured us for such a 
development , we would be prepared to permit Ontario 
Hydro or its Employees! Pension Fund to participate 
in the investment to whatever extent they desire up 


 &»% 
to 50% ee) 
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H-Lii-1 B.G. 
(Mr. Shibiey) 
oe +e—partic ipyatesbethe inves tine r extent 
+ ey—tesipve bowbeo che: $845 ban. Messy then on into the next 


aragraph - "his approach would enable you to have the best 





both worlds in that there should be no effect on the borrowings 


we 
you normally make for capital expenditures siaee We wouta finance 


| 
| vs way of a mortgage or mortgage bond. Further, our experience 
designing efficient buildings will enable us to * give you 
'. best possible type of facility", and so on. 
Now, then, attached to that is a schedule of buildings 
Mie constructed by this company which is an impressive list, 
'ineluding National Trust building; Prudential Insurance building; 
poet ana Gamble building? Cont inentalf Insurances; '# 55 Yonge 
Street; Foster Bullding; the CN Tower and the Travelers Tower on 
University Avenue. So, would you agree with me at this point, 

Mr. Gathercole, that this is a company with a formidable history 
of dealing in riupeee hb" cause piemans maraenedvadcioultyss 
eiopments, 

a Mr. Gathereole: Yes. 


TRE rae Eran rece oe? 


" Mr. Shibley: And again, would this be a company that 





‘Hydro would necessarily take very seriously as a prospective 
developer for your own head office? 


Mr . Gathereole: Yes, Bape, 


ore Tore — 





Mr. Shibley: Now, then, the next memorandum I want to 


STR era ren pre wee etme 


table as an exhibit is one dated September 22, 1971, from Mr. 


Sissons to Mr. Witbeck and Mr. Candy, gg 























Will make that exhibit - fifty, thank you. 


Mr. Chairman: Fifty. 


POEL Sore. A 





Mr. Shibley: Reference is:that "Walter Zwig who had 


woes) 





been in to see us several years ago, came to see Banks from the 


financial angle, and since he was not here I discussed our 





Situation fully with him. Horizon will obviously be one of the 


organizations from whom we should solicit a proposal." And then 
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H-1lll-2 Bsc 
(Mr. Shibley) 


| there are some handwritten notations onthis that I will ask Mr. 
f 





Sissons about when he is in the box, but for the moment, Mr. 
| Gathercole, this appears, I take it, as a followup of the 

bmmuntcation from¥ Mr, Zwig to Hydro, Is that ooereats 
| 
| 


R 
= 


Mr. Gah Gathercole: Yes. 





Mr. Shibley: And that as early as September 22, 1971¢ 


Mr. Gathercole: Yes. 

Mr. Shibley: Now then, the next document is one dated 
SESS eens cle 

| December 21, 1971, from Candy to file. 


Mr. Chairman: Number ee ae 


ores, 





Mr. Shibley: And you gir note it refers to a meeting 
“held in the office with Walter Zwig of Horizon Developmentg, and 

“ Jonn Dean, Manager of Financial Policy, to discuss the policy 

of Mr. Zwig submitting a proposal for the financing and construction 


of the head office administration building on a thirty-year 











lease-purchase basis. Mr. Zwig edkieged advised {neg could raise 
Sufficient funds from Metropolitan Life at an interest rate of 
nine to nine and one-half percent, which money would be generated 
dn Canada. “I pointed out the situation with respect to our 
existing architects and he Suggest@@a a preference for the use 
of Page and Steele but would be quite satisfied to have Mr. Gordon 
'S. Adamson associated with them on the project." 

And the next paragraph, "fe is going to submit a 
Peposal on a per square foot per annum cost by January nse Bo a eres 
which will include the financing and Peeeyuck of the building 
@nd all maintenance of the building, but not including the lighting 


bllls and real estate taxes". Now, then, Mr. Gathercole, were you 

















a8 of this date, being December 21, 1971, apprfjiised of the deters 
intense interest of Horizon Development to undertake this building 


On your behalf? 


Mr. Gathercole: I wasn't aware that Horizon Corporation 


TerearoS re 


itself was making these approaches. On the other hand, I knew 





that a number of proposals were being considered and received. 
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May 29, 1973 
3.235 oon 3:40 p.m. 
H-111-3 i Gs 
Mr. Shibley : Thank you. Now, again I would like to 
| relate the date of this memorandum, which is December al, Wo.en 
discloses meetings between Candy and Dean of your organization 


with Mr. Zwig to the memorandum of November 25, and ask you to 


comment ,if you would, upon what was the then thinking first a 





(Tape H-112 follows) 
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the level of commissioners respecting the soliciting of 
competitive proposals from reputable developers? 

Bia Gathercole: Our attitude was that we 
should receive competitive bids, in respect to the pooposals , 
from a number of satisfactory developers “ame contractors. 

Mr. Shibley: All right. Then to fo on with Horizon: 
the next document is one dated January 17, 1972, on the 
meee read of Horizon directed to Mr. Cangty of Hydro. I 
shall s ; it be made the next exhibit. 

Mr. Chairman: Fifty-two. 

wir. Shibley: You will note it starts off, Mr. 
Gathercole and members of the committee,” Further to 


our recent meetings with Mr. Deang and yourself and our 


brief examination of the plans prepared by Shore and Moffat 


and Partners". Now were these the Pians for the original 


building that were deferred and ultimately scrapped? 


e 2 Pt 
Mr. Gathercole: I don't know. I Saws presume 


they were but as to whether they were or not, I don't know. 


Mr. Sibley: Shore and Moffat had nothing to dom 
NN He ereag ye 


with plans for the new building, the building presently 


under ¢ construction? 


Mr. Gathereole: No, 


RL na roe A YS PO em tees = 


Mr, Shikley: They wre partners 


Cm ne A AeA i A me a thee 


fmeomeee 


Mr. Gathercole: But Gordon Adamson, Shore and Moffat 


(gecmca ir gmcreve. enue 


were the the architects for the plans proposed for our 








original building planned in 1968-1969, 
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el 


bh 2 Shibley; Then it goes oni- 


Please find our propssals for creating a new 
office building encompassing all of the special 
features shown on the aforementioned plans with 
specifications such that the calibre and quality 
of the building and finishes will be equal to or 
better than our recently completed "Eravelfers 
building on Univesity Avenue.” 

Then the proposal is set out, starting the last paragraph 


of that first page, 





6b wou sf 
Ontario Hydro ‘geese lease@ their lands to Horizon 
a Oy 
for 33 years at te rental of $1 x a year, Hydro 


woul 
oar be responsible for real estate taxes if any, 
v4 / 


| on the lands and building duringthe period oF 
construction. At the end of ine lease period 
\P eth d, Here on 
land together with improvements emesis woul d 
revert to Hydro ownership. Ontario Hydro would 
@ukeradx enter into a net lease for the entire 
“Se at an annual rental of && $3,680,856, 
iw a een Horizon would sublease back 
from Ontario Hydro those portions of the ground 
floor and lower level not required by Hydro 
ak at an annual rental of $6 per square foot 
for the ground flocr area and $2.50 per square 
foot for the basement area,.? 
Then, skipping down it talks about an operating ee 
the cost of which would be $1.40 per square foot per year > 


the building to be a 2l._storey structure of approximately 





1,040,000 a feet above grade, 
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CLE. 


ere 


(Mr . Shibley)p 


Then in the last paragraph "@ur financing has been 

= h 
arranged at eight and #¥@zeax five-— meres per cent based 
on the aforementioit het net rental eee 


+iat | 
Ahd he goes on to reiterate; 






= the pension 
fund wants to sag sine vals can do so up toa maximyf 
@; $15 million, earning ‘the Same rate as we would expect 
to pay our conventional sources of funds." 


Then there is an appendix to that latter, 





























| appendix A, setting out the special features and so on. 
| Now, was that in essence the submission by Horizon Development 
and Management Limited for the development of your head 
Gerice building? 

Mr. Gathercole: Yes I think Mr. eiibiey tt 
was. But on the other hand I didn't see the proposals, 


g 


/so I'm not able to say with any authority-Mr. Candy 


_wouldgt be able to verify, 
| 222- 
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h-113~-1 


(Mr. Shibley i - 
Mr. Gathercole, just Stopping here, I gather from the material 


that has yet to be exhibited that what was # ultimately done, was 

an overall precis and analysis of your various people, which was 

made up into a report for study by the commission. Is that correct? 
Mr. Gathercole: Yes that's right, for senior management. 


Mra ehibley.: And the data that has been worked up, SO to 


PERO Seer ANNE So <a 


speak, as aeresult of oe between any people within Hydro ana 


any interested deve loper/iuitimately their interpretation on what 


IM 
they discovered was incornorated in that ultimate memorande“to the 


commission. Is that correct 2 


dh en Gathercole: Yes. 


NER SF A a RTC PASEO a 


ir. Shibley: Go that this is, so to Speak, the reason why 


FURRY ay PITY 





you are not able to comment on the day.to-day exchanges between 
H ydro neonle and the developer in this case. Is that right? 


Mr. Gathercole: That is very true, 


SALE LIER RTE RITE NES AC we MIO EEDA RIN ER TO MARISA) 


Mr. Shibley: Then the next document I want to take you to, 


ae ne RR 8 NEN 


relates to the efforts of Yolies and Rotenberg. And you will forgive 
me. Mr. Gathercole but I am using you as a vehicle to introduce 


@ lot of documents: Hae i want to preserve the chronological pron) 

: me ee K nov 

Mor the benefit of members of the committee so that ey wa. 
a worry 

What was roing fon as it was fO0ing on rather than emg you at 


f 
a 


this moment as te content of these Gocuments. 
This first document which is referable to Yolies and 


Rotenberg... 


sep 


Pini A Re seo Fifty three. 


Mr. Génést:” May I have the date of that. Mr. Shibley? 
5 | 


"Fl" Shibie, Miso @xhibit D3, Mose dated December 


Me pein miner ( 







71. Now it appears, Mr. Gathercole that you did participate in 
the discussion that is referenced in this memorandum. If you look 
at it with me it says 

"A meeting was held today in the chairman's 

office to discuss the possibilities of 

Yolles and Rotenberg submitting a proposal 

a either lease or construct a lease. 


purchase building in the new complex they 


propose tO develop on the site of the existing 
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E-113-2 


“\Eaton’'s College Street store." 





And I ask the committee members to note that the proposal at this 
juncture related to Pine“ development on the site of the Eatoris 
College Street store and not a development on the site of the 
Hydro property at University and College. 

"The meet ing was attended by G.E. Gathercole, 

hrs) cases. Mr. Candy, Mr. Rotenberg, 

Mr. Tatham of Yolles and Rotenberg, Mr. Uiska 

of Yolles and Rotenberg, and a fourth 

representative of that firm. Mr. Rotenberg 

explained their proposal of cons ructing 

@ 2,500,000 we Square feet of office space@ 

together with a hotel,apartment and commercial 

facilities on éhe 1l%-acrem site of Batons 

College Street between Bay and Yonge, and 

College and Gerrard. He stated that as a 

prime tenant they felt sure they could provide 

1,000,000 sq. ft. of flexible office space 

at an annual rental of $7 cr less per square 

Hoot...” 
Now just Stopping there for a moment, Mr.Gathercole, what inter-— 
pretation do you put on that comments’ that I have just read,*‘as 
a prime tenant they felt sure they coulu provide 1,000,000 teae fo% 
of flexible office Space at an annual rental of $7 or less per 
Square foote’? 


Mr. Gathercole: As I recall it, the meeting was arranged 


ian "1 
SNARE MATTIE paar Ak MLA SLI HSE Om y; 


through Mr. Candy’ and Mr. Sissons and Sees an expression of 
Mr. Rotenberg 's desire to see me. So I did, and they presented 
@certain plans at that time, and I dia observe that 1 weebe 
View of the existence of our engineering building and our other 
facilities ie hat area that we shouldn't go over on the Eaton 
Property. That was ogee observation I think that I made at 
the time, that I aia think that we had a site, and that we ought 
at that 


re ce er ten Oa a Loc ation Aoney 





to develop it 
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H-113-3 


Mr. Shibley: Mr. Gathercole.,., tae 
a eS EI 





Mr. Gathercole:«The building at that location. 


Mr. Shibley 


yo 
Sara HRS RD 


This plan that Y and R had for the Eaton 





site, was.avery ambitious Dian,was wo not ? 





Mr. Gathercole: Yes, we would be part of a more 


ene! bated 


“d 
embrag{ ve development. 








yrees) “ 


Mr. Shibley: I see that the total construction that they 


SRA AD 


planned was 2% million sq. {ts that would be some 24 times the 
area you were then talking about/ 
Mr. Gathercole: Yes. 


ae ed pT ae 


A ae Shibley: And is it not part of their submission to 





you at that time - I am talking about December 1, 2971 = that. 





H-114-—1 follows 
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Chairman: Mr. MacBeth 


(Mr. Shibley) 





4gmif Hydro would take up 40 per cent of the total of the 
space to be developed, they could give You a very attractive 
mave of rental, namely, sev en dollars a Square foot. 

Mr. Gathercole: Yes, in some respects it had some 


iIT.Q2 re ie y 
attractive features , pivetedeatnteay 













ue. i believe they had an option 
on the Eaton Property which is now the site of the College 
Street store, and that they wished to proceed with the development, 
Fhat was, at least the information that was imparted to us. 
Mr. Shibley: Zz noticeg that your last comments also X& are 
confirmed by thés memorandum: 

"The chairman explained, and I confirmed later, that 
we are not very interested in renting space as such, but felt 
that we should eventually own our own building and therefore our 
interests would be basically in a lease.purchase basis over a 
period of 30 years. The chairman suggested that theypursue 
this matter with Mr. Sissons and myself. I advised Rr. 
Rotenberg that we would require some financial statistics on 
the costa of Ontario Hydro for acquiring: such an agreement not 
later than the week of January 17, 1972". 

Was there discussion with Yolles and Rotenberg for 
| Hydro to become owner of' the building that it would occupy 
Peethis complex on the Eaton site after a term of years? 
Jr. Gathercole: Not that I recollect. 


Mr. Shibley: The next document that I want to produce 


ASS 96 ERS Rare re eT 


to you is one dated January 20th, 1972, which is a letter, 
| actually a covering letter, forwarding to you the Y and R 


aes be 
Proposal of the same date for the Baton pise. 


\ 


Mr. Chairman: Exhibit 54, 





rere, 
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Has P14 = 2 


Mir. Shibley: We will make, Mr, Chairman, the 
letter Exhibit 54(a) ke and the proposal itself 54 (b)? 


Mr. Chairman: Agreed, 
pee ti) es 


pir.» mile Ley ¢ _Now you will notice in this letter of 


January 20th, Mr. rathgi, on behalf of ¥ and Ry ,8akd says: 
"Originally we were authorized Be Mr. Gathercole 


to direct to the attention of yourself and Mr. Sissons 


our proposal on the Eaton College Street site, Subsequently 


you indicated you would be interested in a proposal from 


us on your University-College site as well. We have to 


date concentrated our energies on developi™ng what 


the 
believe to be an outstanding proposal on Park Centre 


\ 


Wwe 


sites. 
| Now, Park Centre was the development to be on the Eaton's 
| property Js that correct? 


Mr. Gathercole: Yes, 


erenernme: 





eeremems (bere 


Mr. Shibley: "However, should our proposal prove 






unsatisfactory to vay are would be very interested in presenting 


fa Subsequent proposal relating Specifically to your University- 


Then on the next PAE they give a number of buildings 
aw DAA 


developed, built or owned “eet manared by them ~ exhibit 54 (b) 


| is the proposal itseif. IT note the rental rate is $4.70 per 


\ 


square foot per annum. It then outlines a variety of things. 


| Members of the committee, my intention is not to go through 


these proposals with you in any detail | but simply to have made 


f 
them available as exhibits so that you can study them for your 


| —: Oe 
|} OWN purposes, pointing up as I go along only thinecs that I 


consider salient, 


PonOUl@e. Of tae 


Amen 

Mr. Genest: Mr. Shibley, may I interrupt? We are a 
little confused with documents here. I think you wer¥ referring 
toa covering letter - exhibit 54 (a) was a covering letter 


dated January 20th, did you say? 


Hfis-y] v 
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I don't seem to 














have those. 


ca 


hae have here,-54A is one 


Chairman: 


What I 


marked February 7th. 


: 


Genest: 


ee nner EY AP 


is a letter dated February 7th. 


Mr. Yes. What has been passed around 





Mr. Shibley: No. No, You have got the wrong-——- 





['m sorry, ici oa have the wrong one. 
{ at 


De MeCallum: May I have one? 





Mr. Shibley: 


ene mr ean 


Crees if I may explain for everyones 
benefit , ‘there were two proposals submitted bv Y and Rs 
Phe first dated January 20th under cover of letter of the 


same day referable to what they call Park Centre. 


The second proposal is the one under Gate of 
February 7th which I 


have yet to reach, 


Chairman: 


er mernennsN 


Mr. Ail right. 


Well what has been passed 


us is the letter of February 7th. I wonder if you 


if you sould locate the letter of January 20th? 


Mz . Shibley: 


seamen 


Do you now have the pO eEas letter? 
“2 £) feo te 
rT have “January eth Fa fnank you. 
BOtH, 
The ey: er aspera January LEW y eo gem 





Genest: 


ecton a rama ren OE AN 


nA 
MY 





My, Shibley: 


here 





ws Exhibit 4A. pele 


at 


proposal of the same date is 


Exhibit 545. 





Mr. Chairman: Where is the date on the propcsal? 
seen Shipley: Rignt on the face page 

ia Genest: i, LR Ge PUTLG sy arcane, 

Me, Chairman: Lip 've got the right proposal but 








OU the right letter. 







ea 
page referencetm the 


axtent of Ontario Hydro's requirements, |! 


ae Shibley: 
bee 


Now Mr. Gathercole, I notice on one 
) 


a 


quaiity of the building was to be similar 


© that"achieved in the IbM Computing Centre Building of our 


wWard.winning Parkway Place Development improved upon to the 


a 
iy 
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3.55 = 4.00 p.m. 
Milt: 






(Mr. Shibley) 


Was someone from Ontario liygre designated to 


fisit the IBM Computing Centre Build ine? 
W 


MP. yo NEWMAN tii Winat are you reading, see 


i 





rs Shibl ey: I'm reading from the proposal dated 
January 20th, LOT 2 é 

| Cyhibit 

| Mr. Walker: Rage DE. ae 

a SaCaaa * : now 

Mr. Shibley: Yes and I am We at Page 6 of the 


4 





Proposal itself. I'm sorry, I should have indicated Page 6, 


ol 


he second paragraph.-— 
“Theagre hiieoe 


Mr. Walker > SBE numbered, . . 





Mr. Shibley ; Yes that's the difficulty; the pages 
ne eer EY el ele aL NS ng 


are not enumerated, 


Mr, Deans: How does it start? 
Gen ore ‘ 
Mr. Shibley: It starts #8 outline Specifications 2— 

2 


— 


mchitectural., * 
Aa L, Coots Wy yes evs 





ea a Ey 





re = 
Mr. Shibley: Okay? Are we all torether? 


orem Amc * 





Me. Deans: It just shows how earefully we follow 


TRE ween ee AA Pe EASE EP 


° 
Mr Shibley: Thank you. I'ii be on my tees even 
More so. Mr. Gathercole, I understand that someone from Hydro 


42 0 


aetually visited the IBM Computing Centre Building. is that 
ron orre t a 


Mr. Gathercole: Yes I believe Mr. candy visited it: 
ered 


a ei Nie a i ra j a 
é i ; ss phe 


Reem: Visits to it, act had 





and a number cf others aera 


erticial opening of it. 


1 ‘ir, Shibley: Now then jgtigimete members of the 
; o J 


scone nn en ORTUE DT mcs Vint A RISPAM NY 


meee, if you will move through the material in that 





posal. to the page styled ‘rental proposal.’ It's well on into 
Bis 


/ material. 


man 
Mr. Genest: Sorry, Mr. Shibley, ist /dyid/ neve are we 


eR aA a RLS A MTR ah 8) eye 


Mp, ac Et Y, 
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fh J 
meee awit ttt 
ae a ‘ 





ir. echairtan: vethree sheet ag the back of it, iRaK , 
ir. Shibley: I would ask the committee to note the 
erms as set out on that pares the area.anproximately a million 
juare feet; rate, of Pi ceri 470 per’square foots storare $3; 

rm 30 years; escalation; full operatinre costs in accordance 
with our current Gavtlete Gas rental rate incorporates an 

to iance of $1.35 per square foot for onerating costs. The 
erating cost allowance is based on actual exnertence “tee many 
years in hich quality office shane, veguat stopping there, Mr. 
fathercole, is it not a fact that Yolles and Rotenberg have 
Wite en exceptional reputation as landlords in the city of 


Toronto? 


Mr. Gathercole: I believe they have, yes. 


TRO eR AI RT 





Mr. Shibley: Yes, and they are extremely qualified 


eam = nn 


4 . terms of manarement exverience "4 


Mr, Gathereole: That is the renort I have. 


Dewar pecrn ter aes 





re 





Mr. Shibley: Yes, thank you. And they were offering 


sone NEMESIS ETRE Neen 





tO operate this building at $1.35 per square foot. Lessee 
vVenants to vay rent and so on; lessor covenants, Existing 
University Avenue site, prenaresto purchase these lands at market 
Value, coincident with lease commencement. Had there been an 


@Valuation nlaced on your site of 537 million? 


Mr, Gathercole: That's the fipure that has beeng 


AYE wAO RSA a yen sm 





ecOmmoniy used as providing something of a realistic evaluation, 


Mr, Shibley: And I gather that Yolies and Rotenberr, 


twee ct ere 


i NB Or 
therefore, were of'ferinp to buy that site from you ipe’ about 


Chat price ¢ 


Mr, Gathercole: Yes, 


Rr aon naar Pe RTE OS 





Mr, Shibley:r: Yess Financine 5 the proposal is based on 
30-year amortized loan at 8 3/8 per cent, three..querters of 


One per cent above the Ontario Hydro bond rate. “We would like to 
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(Yr, Shibley) 






ave consideration to the nossibility of having the interest rate 
pen for review at ten-year veriods with a corresponding rental 
Wdjustment." Now, just stoppinre on WK that term, would that mean 


nat vou would not have a firm financial arranrement for the full 


~ 


term of 30 vears 





to that suprestion? 











uP. Catherccle: That is my understandine. 
ir. Shiblev: So that this would leave you open to a 
Mriable Ln chat brea! then Tinel ly , the last sentence, "Ownership 
ill be transferred to Hvdro uron termination of 30-yearg¢lease 

or hee cost Of ‘one dollar". Now, Mr. Gathercole, I just point 
that and refer you back to the question I asked you earlier, 
whether thev hanjnart of their proposal, preferable to the FAton 
ite, offered you the Oradea opportunity to become owner of that 
ullding gg occupied by you in # that complex after 30 yearsé 
Having regard for what is now , nl gta oy 9 ea exhibit, would you apree 

With me that you were beine offered the opportunity of what 


he amounted to a lease.purchase apreement on the Eaton site? 


Mr, Gathercole: Yes, 








My, shibley : And upon the terms that we just @utiined? 


sg pin ATELIER: STO eves. 


Mr, Cathercole: ‘ss. I would think.subjeet to some 
* Pau 7 





serene SST ETE UT paragon 


Gad 
4 Ss Eh iy 2 ear o 2 ; 
escussion #q@ firmine un. I think that the pronosal indicates 
that there was sore flexibility here in different Herta. put. Lt 
a broad pronosai, yes. 


Mr, Shibley: In dealinpe with that site. and before 


hme: 





teavine this proposal, this would be a site at the intersection 


Of Yonre and Collepe Street, is that correct? 







My, Gathercole: Yes, Yonpe and Bay and Collere, 


ere ee mnt EST TRE 7 





Meee oni biey +. Yes, ina relatively sneakine, Giegaayouy 


tA ne cee erent ? 
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did you formuiate a comparison of the advantares of locating at 


that site as opposed to Collere anc University? 
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4.00 to 4,05 
Bas MoT, 


re H-1163 


Here ti Gathercole: There was some consideration piven to 
¥ NR ELE ARNE TS 


to arrive at an assessment of some of the advantares and 


vantares of it. T believe that Mr. Sissons rave some study 


i some consideration to this matter, This is my recollection. 


a 
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a, 
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H-137-i May 29/73 
4.05 to 4.10 pm 
DT 


Mr. Shi b ley 2 Was the proposa l to aakietpreererees.. 





m> have someone build for you on that siteg pursued, 

did you reject it in favour of a comparison of proposals 

Por the development of your own site at College and University? 
Mr. Gathercoile: My own personal conviction was 

that we had a very substantial investment in building in the 
area in which our present office building is located and the 


site for the new bee 





isk building: seas CHE Our aO have gone 
ver to Eaton's would have defeated the GuieBoste whiten we nad 
in cot trying to co-ordinate our staff so that we might 
se that staff in a more productive manner, 


, t 
Mr. Shibley: i see, so what you are saying is, 


going 
you have other buildings and other facilities that wePEZto 


“) 


be integrated in the overall head office development” 





Mr. Gathercole: Yes, and we also have parking 


SRR SAS OR ST 


facilities eat. fat 's another big GeoPLems and I think Mr. 
ed HES sie 


Rotenberg hes etay te the cost of parking 
My. . Shibley: Ye: 








Mr. Gathercole: _%& 
‘ ed os ee ee 
That was another factor ba.xk was only my own assessment and 


s, $25 I think a month. 
) © 


I think it was shared by a considerable number of other 


individuals as ebcloce tidy I think it was based upon some pretty 
as to 
lard thinking 4,0 whether we would realize our objectives by 


going ais over and a ore more expansive structure, 


iN 


2set of offices om 





meus which we might not own in 
the long run. 
Mr. Shibley: Weil, that last answer is not 


ROMS tx kame consistent though, Mr. Gathereole, with this 
S 


PWoposal, is it? so» 


Not 
Mr, Gathercole: ZExXEaxnwk with this oi iikads iL 


=D 




























hink in the other one, it seems to meat was, as I recall, 


hean - 
i Mr. Shibley: is I see. Yes, I think you ag@ n terms of 
tefmeruns suis Ne 


BR the neerinc you had with Yolles and Rotenberg. They 
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| aay May 29/73 
i #.05 to 4.10 pm 


, DT 
(Mr. Shibley) 
were not then km proposing anything other than a lease. 


Mr. Gathercole: Yes. 





Mr. Shibley: But in the submission that they made 
‘Se etarereescntsis sgpcietesr Onan Sianet ACEC: 

on January 20, they were proposing ownership after 30 years. 
Mr. & Gathercole: Yes. 


Sag SES 


Mr. Shibley: All right. But your wat evidence 





then, in Ns eg that ees ise. you personally 
preferred your own site because you had other facilities in 
other buildings that were to form part of your complex, 

Is that correct? 


Mr. Gathercole: Yes, it was a sm 





judgement on 
my part. I think it was shared by a considerable number of 
mut it was just the assessment that I made; as 
obviously it was only one judgement that might be overruled 
by other considerations. 

Mr. Shibley: Fine. Well, then let's go on to 
a second submission made to you under a letter dated February 
1, 1972, from Yolles and Rotenberg, directed to Mr. Candy, 


which poe esy 


Mr. Chairman: I believe this was the letter that 


ee at) 









we already have and it will become exhibit 55, Are there 
Suppleme nts ne 
«any Seeeess m to this? 





Mr. Shibley: No, Mr. Chairman. 


Nemes Se Ee DR oes 


Mr. Chairman: All right, then, this is exhibit 55. 


SR RE NEE 9 ag FEY PREC AEE 


Mr. Shibley: Members of the committee, I direct 


EADS MIC nce TE 


your attention to page 1, paragraph 3. "We can advise you 





that we could create a similar structure, architecturally 


excellent and functionally Superior, on your University Avenue 


Site at a rental rate of $4.50 per square foot per annum. 

















‘This compares with an effective rate of $4.00 per square foot 
per annum on the Eaton site." Then on page 2, the top of 
the page: "The effective $4.00 comparison rate on the Eaton 
Site is due to a reduction of 70 cents per square foot which 
arises from the sale of your site Rig tgs $7 million appraised 


value, You indicated this appraisal was made some time ago 


-- 
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DT 












Bee vansably if its current value is higher, the effective 


ental would be further decreased in direet ratio to its 


increased value. With reference to the viability of 


two commercial floors at grade and below on your University 


venue site, we have this comment? Experience has indicated 


that you cannot create a retail environment in isolation. 


fam stopping here, Mr. Gathercole, I gather from the material 


that Yolies and Rotenberg were negative with respect to the 


development of commercial premises as part of your head 


office building. 


Mr, Gathercole: That was their assessment, that 





it wouldn't prove to be very financially rewarding. 


Mr.—Shibley:——Yes, and in this letter he goes on... 
(H-118 to follow) 
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May 29, 1973 
4.10-4.15 p.m. 
M.F, 


He -1GLh) 3. 


Chairman: Mr, MatBeth 





Mr. Shibley: ke in this letter he goes on - 


ect nee 





I think this is Mr. matine S letter - to tell about their 
Concourse « 
experience in the Richmond-Adelaide Centre Shoppin Ne gies ‘the 





gist of it is that it has not been a good experience ve this 
point in time to try to develop a commercial area isolated 
from patabltshed commercial areas, {s that not so? 
MP. Gathercole: Yes. 
Mr. Shibley: And he goes on in the last paragraph 
on page two: 
"It is our judgment that your University Avenue 
site does not lend itself to retail values, notwithstanding 
the million square feet of office building. Retail 
facilities in such locations are/vietins of short operating 
hours and a five-day merchandising week, intensified by 
the short daily demand period resulti’ fe from singlepurpose 
tenancy". 
Re page three, the second paragraph: 


"In contrast #4 the market conditions available 





on the Eaton's College Street site provide an on- By wl 

24,.hour, seven day a week, merchandis sing opp tit sunity, 

and so on®. 
SO saw although they were making a submission with respect to 
your own site, in conjunction therewith, they were making 
representations to you against the development of commercial 
Werises and encouraging, I Sugeest, a second look at the 
Eaton site? 


a ot 


ef interpretation. 










AM 
Mr. Gathercole: That would be 2 


Mr» Shibley: I take it also, Mr.Gathercole, that this 
a a Beret ence Whee was considered by the Commission when 
it came to do a comparative study of the four serious proposals, 


g¢ 
was it not? 
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; May 29, 1973 
4.10-4.415 p.m, 


Pha Be 


H- 118 — 2 : 





Mr.Gathercole: Yes, it was. It was one of the 


PS ae 2 


factors. 


» 


Mr. Shibley: Yes, when we come to those overall , 


SS erate rer geen SETS Ca et 


of. 
resumes atrisCholthis type( input that reference is being made? 
s that correct? 


Mr. Gathercole: Yes, 


RYE S NSIT epee res 


Mr, Shibley: And for ear cence aan February 8, 1972, Gore wre, 


t 
SUF, RNS AEE IRE STS Se oY 


a further letter from Y and R to Mr. Candy from Mr. Ken 





: 
Rotenberg, its presen president, a I won't bother reviewing 

it but it is clear that they were still pursuing the possibility 

of being developers for your project on that datef, We will 

just make that the next exhibit. 


Mr, Chairman: 56, 








Mr. Shibley: Now then,the next contractor that Tf 





want to deal with, Mr. Gathercole, is Ellis-—Don Limited, which 


was the fourth developer that expressed interest in doing 

















this building for YOu gm I don't have any documentation 
from you to fhis effect except by a memorandum of events, but 
IT understand that there was a meeting as early as July 14, 1971, 
by someone on behalf of Hydro with someone on behalf of Ellis- 
Don. Is that correct? 

Mr . Gathercole: That is my understanding. Moi, 


Candy met with Mr. Stewart of Eliis-~Don some time in July, mide» 








July. 
| Mr. Shibley: Of 1971? Is that eorrect? 
Mr, Gathercole: Yes. 
Mr, Shibley: And was thaYtne initial communication 
with them? | 


Mr, Gathercole: This is what I am advised, 





Mr. Shibley: Now then, the documentation I have, and 
ox Ceram orernneencewerseeeee 3 5 

Mr, Gathercole correct me if I am ieaving anything out, but 
48 faras documents received by me, the first document referable 


to this contractor is dated February 2nd, 1972, being the properoX 
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Would see Mr. Smith and I did, and Mr. Smith 


Pre Vs, 9 May 29/73 
4:15 - 4:20 pm 
GO. RB. 


(Mr. Shibley) 





itself from this contract ana i'm producing that letter 


eto you. 


Mr , Chairman: Letter from Ellis~Don Limited to 





Mr. Candy, exhibit 57, smwr dated February 2, 1972. 


Mr. Shibley: I'd just ask you to, even if you 





ee REN SET OE 


sae to turn around to the entourage that eae here from 


Hydro and ~< you to determine whether or not this was 


_ the parst whitten communication referrable to Eliis-—Don, 


- 


either by way of internal memorandum or correspondence 


with that firm? 


Mr. Gathercole: The first written document. 








RSE RU X Shibley: Yes, February 2nd. 


| Mr. Candy: Mr. ems I am sure there is ain a Cles a 


ia RRR AO VO ee 


moe Of my meeting 


Mr. Shibley: Mr. ee, I'm obliged to you for 
Saying that{wé"don't have that memorandum. I could hardly 
believe in light of the way your files have been documented 
that there woran"t have been such a memorandum, but I have 


Not received it. Thats why I asked the chairman to make 


that check now. 


Mr. Candy: It may have been just a meetings; I may 


Not have had 4 memo, I thought I had one but I may not have, 
“a a lot of memos , 2 


KIL AIK DLR X unfortunately. massimliur tm ademas 





 Sisaere 
t Mr .Shibley: ge Sas becoming obvious. 


saree 


Mr , vila pe is unfortunate that you write 


TOON NEE EN ETO STM 


a lot of memos, 





J Mr, Candy: But in any event that was the first 


ee RELIST RTO THEE TY EET 


meeting With. Mr, Stewart came in_Meme first to see if T 
4 


LAS came 





dn, whenever that was, July 15, I think. That was the 
with Morn hat, 


a at 


first ss 
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H- 119 - 2 May 29/73 
K:15-4:20 pm 
C.Be 


Mr. Shibley: Mr. Chairman, while Mr. Candy is 
standing and because he will be giving evidence? at the 
ae 
moment my concern is tope complete and I just want to 


be sure that there was no written material prior to 





February 2, 1972. If you come up with anymou ha you please 
produce it to Mr. Genest so that he can produce it to me? 
Yu can do that auc 


Mr. Genest : I'li undertake to do that Mr. Shibley. 


oP 





We have nothing in our files to date bud = will check, 


Mr. Shibley: All right, thank you. Now returning 

















to what is now exhibit 57, and I'm going over this really 
for the benefit of the members of the committee rather than 
to put something to the witness. It starts offge "I have 
gone over the figures that we would require for rent using 
aprice of $28 per paar arace and $30 per square foot." 
Just stopping there, members of the committey, I might alert 
you to this circumstance. Later on in the analyses ia that 


are made of the four proposals, there is a comparison efad 





laid-out of the four submissions and part of the compar ison 

ds the cost per square foot of constructing the building, 

because the four developers premised their submission on 

@ variable in terms of cost of building as estimated by them. 
Hydro péople took the view that the quality of the 


building which they wanted constructed would aie lee 





c reauire 
én expenditure of $34 per square foot, which was the highest 
of the estimates made, that being the estimate of Canada Square, 
SO they then went on to pro-rate the calculations and proposals 


On that footing. So that when we read the earlier material 























I think regard meat be had for what these developers are 
Saying they expect will be the cost of constructing a building 


for Hydro and... cra 


H 120 to Beir, Three 
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H-120 - 1] May 29, 1973 


°20 ~- 4.25 p.m. 
MeR: 


ee Far n. KGhe/ 


(Pf sonstructing-o-bullding Con Hiydre-ondsfeemney 5 some 


| eonelusion on your part as to whether the peringne could have 







| (tr. Shibley) 





| been built for $28, Yor $30, ¥or $32, Yor $34 per square foot, 
| of the quality and of the unique features that Hydro were 
Beying down, And, as ti Say, I mention this because in the 
earlier submiss Sions you will have noted that in the case 


| of Yollesfhotenberg they pointed to the IBM Computer Building 


as the standard they were setting for the Hydro building. 
In the case of Horizon, for example, I think they pointed 
to the Travelfjers Building on University Avenue as the standard 


by which they were measuring their cost per Rine foot of 


# Dor are ds 


Construction sind here we have Roa ‘setting Bits their 
Submissions in this respect. 


And he is saying he has done it on a twofold basis 


using a price of $28 and $30 per square foot. “the rent we 
would require using a buliding cost of $28 per square foot 
| Would be $4.71 per Square foot. Using a ppl teen cost of 
$30 per square fobt, the rent required would be $4, 96. iad 
| Str would imagine that the prices for torte 


building would be somewhere half way..,,.There could be some 


doubt in your mind that you coulda be told you were getting a 





| $28-per square foot buiiding and in reality you might be 











getting a building that only costs $26. 
’ t : \ uae d/ 
“When we had a final proposal put together for You “hey 
BAS 
i- : ‘ % 
4 building design agreed upon, we would then be wi iling to 
sign a contract with a fixed fee and an upset price where 
Bs 5 
Our figures were available to your auditors. Any savings made 
On the building could be split on a 75/25 basis with 75 per 
ba going to you and in this manner ££’ /WdALa/bE/ you would be 


|@8sured we spent the money as we previously stated, 
i 


| 


(Would get a building with excellent architecture built to 


le wane tan hee ‘You would also have the insurance 




















of a Guaranteed lump sum price. With these arrangements Hydro 


‘their Standards and they would derive any savings that could be 
obtained, +» 
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H-120 - 2 May 29, 1973 
h,20 ~ 4.25 pl=m. 
MAR 
ia 
(Mr. Shibley)' 
' And this man is thinking in terms of a4 building 


$28 to $30 a square foot. And then comes a proposal and 


certain portions of it are set in on the very next page 


“two weeks ago we were requested to submit a proposal to buiid 


at 
an office building for Ontario Hydro. Now that observation 


must be read in the context of the witnessgs statement that 


there had been verbal communication between Mr. Candy and 


a representative of this firm as early as July ae 1971, but 
if was two weeks prior to Yebruary ong, of 1972, that wee 


were asked to submit the proposal to build a building. 
&% 


We were told not to prepare drawings and specifications 


a 
\sr 


for the building at this time. ~ That may be a significant 


ue ) 
Statement. “In the past two weeks we have had every senior 
man in our firm working full-time preparing this submission. 
We have contacted financial agencies, banks, architects and 


; 8) ; F 
s0 on. Then he gives the history and you can skip that to 


fs és : 
Page 2. “The larger IBM building in London was built two years 
ago. The main floor was designed entirely for comput 


the building was built for $2.2 million at 


bel 
We 
6 
ind 
no 


hs aa AS 
a cost or $3 


per square foot. 
@énd Standard Life building in Gst#edd Calpary and 


he mentions other bulldings < the Thomyson buliding 


on Gueen 
NS as ds on 2 a 
Bereet-Duilt in 16 months at a unit price cf $22 


per square foot. 
i] 


‘ 


We do not believe that CHEPC Will be satisfied with 4 building 


SReEKMRK costing $22. We think that a building costing $26 


Per square foot would have excellent @Qesien and 


ok Ey: 


Satisfy the commission. “" 
As I say, ft have to teil you now so as to reiate your 


understanding of the evidence that ultimatel Ly Hydro proceeded 
= He a’ 
eal 


SA A oA ne e r 
On the basis that it would be more likely its type /bullding 


would cost more like 


SS 


34. I should also tell you, in fairness 


to Hydro, that built into the contract with Canada Square is 





Provision that if the building costs less, then there is a 


formula established 

ace — — 
\\ H-121 to follow 
~~ eae ene ae 
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May 29/72 
We25 —- 4:30 pm. 
Huiz2Ie] 1 M.S. 


Se, 


(Mr. Shibley) oe 
is 


traseontreetwith Canasta Square wkkhxkwe7 provision. ifthe 
utidire-costs—tess+thes=there=o ena Tapeetaulisncs for 


reduction of the rent based on that lesser Soh ‘But that was 












‘basic to the evaluation that was taking place, “We have based 


our calculations on a building costing goons Thang in the next 
paragraph: 


ilwe are submitting ae i proposal as a joint venture 


td gai 
with Sifton Hnoner ties |atemieos 





Now, I should tell the committee also that that 


arrangement was abandoned subsequently by this developer, And 
nas = also 


Ltele 


fair comment that Sifton Pudpentdea mumieoa 


A 


was intended to bring managerial experience to bear on this 
. 





leveloper's proposal. And, again, I think you'll hear evidence um 


there's ey Giese material xe respecting the feelings of Hydro in 
Ss matte 


2 wabateowr 









Then he mentions the architects hey sa retain, 
vide’ c— 


.. age 3, ge Wow panied a build ne oF a yoo, 00g-“square Lent 
. M ion 


" sil 
with a net bial area to Hydro of ala square ‘ioe and An ares 
wt hi CUT. {ct 


ees 0 
0,009 square, Cr Yented tG @ tank and a res taurant..," ‘on page 





4, the middle paragraph: 
ly realize that this brief description of the building 
foonet len Gritaiad but we were specifically asked not to gO 
: into detaii on the building. And that is why we have 
, used a square Jest price with an idea of what could be 
obtained for nace price. We Rtam plan to have the 
: building completed wkkwim in 33 months from time of 


acceptance.,.. |! 
And then skipping over to page 6, let's see, these can be read 


in detail - additional homework for the members of the comnittee - 


but on page 6 he breaks out: 
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. 4:25 — 4:30 pm. 
HP a By eee che x 


ae a, spend Bees 


ee . Shibley) — 


“in our caiculations we have amgortized the building 


for a 30-year period, at which time the entire building 
A 
Soild to the Commission for $1. Based on, d26 per square 


footy gross building costs, "es rental we would require 


Sat 


es aged 
would be Tks ner yaar Foot. FoR Fe, the rental we wouled. 


require would be’ Fyay per re foot... On $22. the rental 


we would require would be* 399 per square foot.” 
You can see where the rental was rated in direct 
proportion to the cost of the building. _ Then in the appendix 


SP Sf: et te > i yak a 
‘ae In the second paragraphs Ellis—Don has $200 million 
PN 





worth of projects under construction at the present time in 

Ontario and Nova Seotia. The largest is a teaching hospital at the 

Univessity of Western Ontario. "This is a $27 million preject udliich had 

ey Sheived by the government because it was over budget. Our firm 

Showed the board how the building could be built within budget 

and the building is being built on a lump sum price and at $27 

per Square foot. 
NexxButhtexx And that's ali 7 


i, 


especting that proposal. iam, ‘aepain, Mr. Gathercole, I'm taking 


Sy 
sy) 


ts point out 


ES 


at that your earlier answer holds true fer this preposai; that you 
Mdna't see the proposal as such. When Tf Say you, incidentally, I 


Bentity you with other members cf tke Commission. 





Mr. Gathereolke: That is crue, 
Mr. ra ok Yes. So, that if your information or 


etary 


Participation is different from that of the Commis¢ion at large, 
You'll be sure to point that out? 


Mr. Gathercole: Yes. 


Nt np near 


sec Shib? oe At this point of time, February 2 and 


Peferable o this do ene the dealings still were at the level 





of Mr. Candy and managers of the various departments. 


Mr. Gathercole: That is true. 
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Mr. Shibley: Then by a letter dated --- 










Mp. Gathercole: Mr. Candy, I might ad just add, Mr. 





Shibley, that Mr. Candy has recommended Ellis-Don on some other 
projects, you know, the building of a western regional office in 
London. We have used Hilis—Don, which is a very good company. 


Mr. Shibley: Yes. Ail right. So that this was a 


firm also known to Hydro. 


Mr. Gathercole: Yes, 





Mr. Shibley: Then I produce to you, memo to the file 
eee meteor behest cements caper / ‘ 
of Mr. Candy, dated February 2, 1972, Exhibit 58, wherein he 


references a discussion with Don smith, the President of Ellis~ 
a ardung “4 Ve 


sa “they submitted for the head office eee he 
é 
advised ee ne following items are included in #his price,, go 


and he breaks out certain data, (1 2 0x RED oh eee eee 


ee a a ae 


oe 


pS 


Tape H 122 follows Rt 
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iC (Mr. Shibley) 
















"I gave Mr. Smith a copy of the requirements and 
conditions which were included in the memorandum to the 
chairman, dated February i. Mr. Smith advised he was 

aware of these items, ail of which had been taken into 

Kil is 


acoount in preparing his price. lasked 4Smith to write me 


a letter stating the increase in rental for a building 
costing 98 , 30, 32 and 34 So a Se 





per square foot". 

The next exhibit, Mr. Chairman, is a letter dated 
February 17, 1972, on the letterhead of ee ot. Co Mr. Gordon 
who is the general manager of Hydro. 


. Mr. Chairman: This will be exhibit 59. 


corrensas: Pa 





Mr. Shibiey: You will notice in this leteer, Mr. 


CSA Minar tera 


Gathercole, he says;- 

"“#he specifications we were given were rather sketchy 
but we feel that we did put in a fairly comprehensive 
proposal, ,also agreed to open our books to your auditors 
to check 6 make sure you were getting full value for your 
dollars spent”. 


Then in paragraph twoe — 





"I would appreciate if you would give 


iw 


Bur vice-president, a few minutes to explain our proposal and 
# 


the backpround of our company. We did build your building in 


London, Ontario, and this is how we got to know Ken Candy. I 





| don't know Gord McHenry's titles ne knows me personallyy.,, J 
lould appreciate the opportunity of meeting youf.,, ! 

sek as you see a copy of this letter at any time 
prior to these Sey eee 


Mr. Gathercole: No, I received no copy of it, Mr. 


(Serer 
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Ht=Jl224— 2 
Mr. Gathercole) 


Shibley. 
Mor, Shibiey: All right. You will notice there is 
a hand-written note in the upper left—hand part of the 
docum “ent, and I am reading it as follows: 
"Aothing to be pained by a meeting at present. 
Matter is in Chairman's hands. Company well and 
favourably known to us but this is fot exactly their 
dish of tea if done on lease-purchase financing, etc." 
Do you see that notation? 
Mr. Gathercole: Yes, F do. 
Mr. Shibley: Do you know whose handwriting that is? 
Mr. Genest: I understand it is Mr. Sissons’, My 5) bo. 
Mr, Shibley: Thank you. So that Mr. Sissons! comment, 
firstly is that there should not be a follawup meeting with 
them add he puts in the comment -— "matter is in 4 chairman's 
hands". What does he mean by that? 
Mr. Gathercole: Well, that I don't know. Tf presume 
that he meant that it was Subsequently going to come up before 
the chairman and the commission for consideration. This is 
dated February f CHV, LORD, ant aay were memoranda being 
prepared which were being submitted subsequently to me. 

Mr. Shibley: Would you agree with me, Mr. Gathercole, 
that the notation is basically negative toward this particular 
developer? KaRX kW is xparkkeukarxpewsacn? 

Mr. Gathercole: Yes. 

Mr Shibley: For this particular project? 

Mr, Gathercole: Yes. It is an excellent company, the 
Question is whether this company, a fpeneral contractor, has 
the experidnce in order to asi undertake a project of this kind 


& 
and of this dimension, 


Vy Tape H ~ 123 follows 
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Mr. Shibley: Then again for completeness... 


a 

Mr. Deans: May I ask a question, 

pe 

Mr. Shibley: Yes. 

Mr. Deans: Why would they be permitted to pursue ph 
to such an extent am if in fact they were to be ruled out 
because they hadn't the expertise in the field and that was 

ing 
already common knowledge to the people who were carry fg 
on the discussions with them” 


Mr, Gathercole: They had an assessment of the 


= TROP es 





pany, but on the other hand they were carrying on an 


assessment or appraisal of sage 





a representative group of contractors and developers with 
a view to ultimately arriving at some decision, This is 
& judgement that is being exercised by one individual, 


arrives at an_ 
but because one individual & mimes ASsessment of a company 





doesn't mean that everybody else is going to arrive at 
that judgement. 


ih Deans: YOu are saying then in fact the note 


PRAT cat SEH AEE 
Se ka) 


ee was, a- personal view of Mr. Sissons. 


‘ag Gathercole: Yes fT am. 


Serres SRT ingen ery pee EEL 


Mr. Deans: It must have carried some weight. 


Remmi NS SRNL Ere ere 


Mr. Gathercole: Well he is a very well qualified 
Jf 





PE I ee ARCO AN IRE SET 


individual. 


Mr. Deans: It just seemed odd Ss knowing Bnet. 


CS ETF EN tert inener mT EMS 


that the matter would have gone to aes an exhents That Lt would 
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CAB: 















(Mr. Deans) 


have gone through all the prceposals being prepared ,knowing 


full well that they hadn't really undertaken anything of 


that nature before. 


Mr. Gathercole: It's a matter that Mr. Sissons 
Bs 7+ ee re eee 
: make all the decisions, it's a matter that he's sees 


Meee givi09 





expression to his own point of view. On the other hand 


1e obviously SayS¢ Ellis-Don may not be the most appropriate 








company for undertaking this type of project despite their 
confidence as Poni sotore, Be the other hand it shouldn't 
be ruledout 

‘ MI". Deans: I'd read it to say that they are ruled 
out; there is nothing to be gained by meeting them. The 


iS ain 
tattersadig the chairman's hands." 


ms fan hon. Member: (erpepeee ease) 


SR REY Tht PC ea NE EEE 


Mri Deans: Well'at present ,” I'm sorry, the 
“(Oem aang pee aE RDS a Fe 


= 





At presént. 


Matter is in the Chairman's hands fhe COMABAX Company 


well known to us; it is a g00d company, but this isn't 
Or tf 
_ their bag wg dish of tea. I would have cAlled it "Cup of 


*, by the way. 


An hon. member: That's an engineer speaking. 


FAIRLY parE TEE SE CPR MYOSIN ESE 


Mr. Chairman: Mr.Renwick. 


ROI Se TET EY 





Mr. Renwick: Mr. Gathercole do you know why 


AO Toe ear ae ws riyiice EEE RE a. 


Le) 


Ellis -Don were given such a short period of times I 
fiotice in their proposal which is part of exhibit 57, 
: Opens A _ 
that it baer up with the phrase "Ewo weeks age we were 
‘ » 
requested to submit a proposal", and on page four it 


‘Specifically states "I realize this brief description of 
j 


the building is sketchy , but we were specifically asked 
































Net to feo into detail on the milding and that is why 


we have used this square foot price with an idea of 
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hee 
(Mr. Renwick) 
what could be obtained for that price”. Have you 
any idea why Ellis-Don would be given such a short period 


of time to come up on a comprehensive proposal, which 


| 
B 
| 
. 


apparently they worked day and night on for some two weeks 


SS 


in order to put in a proposals which I think is referred 


to elsewhere in exhibit 57. 


Mr. Gathercole: My understanding Mr. Renwick. 





meee! 
o 


is that Mr. Stewart and Mr. Smith of Ellis—Don were in 





touch with Mr. Candy in respect to thdbutldine, but 


ee 
esa 





a the stages that Mr. Candy “and his associates 





were exploring what type of plan, what type of arrangement 
might be suitable for Ontario Hydro, they were eueEest ne. 


nbbn't proceed with the preparation of a lot of elaborate 





plans". Now we had had an experience where we had our 
erchatectaral 
memes plans prepared at very considerable expense 
ee had theass , 


en postponed (sows were saying that we 





made a mistake. Mr. frmteex Candy as I understand jwaé 


eer. 
R Vii ; 
saying to some of these people We want to proceed and 
} 
ad 
arrive at some conciusion as to the route upon which we 
asi Os 


are going to Br and we don't jbo become too deeply 


) . 
involved in heoeriee a lot of plans at great @xpaaxme expense.” 


Now that’s as I understand it. So there was an extended 
period there until Mr. Candy = I think, amiegs invited 


a number of representative developers and contractors 


H i ad : Lor 7 
mee, votcatdd an interest and 3% whom he had admiration 
‘ a 


4a 


and respect to make some submissions agg 1 think that's 
how it came about. 


Mr. Chairman: Mr. Snibley. 


PR pe RARE IE TE er I 


Mr. Shibley: The last Letter in the sequence.... 
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Chairman: Mr, MacBeth 


(Mr. Shibley) 


fhe—last—letter—in--the sequence’ of correspondence with 
Ellis-Don is a letter dated February 22nd, 1972—- exhibit 


oo" / 
604 and it is just a reply ¢ ast You will notice in the secona 


paragraph: é ; 
that thero 1§ 

ti do not think, anything to be added or any advantage 

194 

Sasaped your meeting with Mr. Gordon or myself at tie present, |! 





This appears to be written by Mr. Sissons again sme 





correct, MR. Gathercole? 
Mr. Gathercole: Mesos thinid it as 
Mr, Chairman: I think at this point we will take a 


break. I don't know whether Mr. Gathercole needs it gs kwk or 
Mr. Shib ley, <eitaie 





ft rather think the latter, cama |e will cares 
ee for Mr. Shibley's sake, cA 10-minute recess, 
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Tape H - 125 follows 
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May 29, 1973 
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MR 


Poe aA a i 
Chairman: Mr. MacBeth 
Mr, Chairman: We will reassemble, 


Mr. Shibley: The next document, Mr. Chairman, is 


the proposal of Canada Syuare dated January 24, 1972, on the 











letterhead of that company, which we could make exhibit eae 
and again, if I may, for the benefit of members of the committee, 


just go through this with you, you will notice it starts ,- 


SUEM it 
"We are pleased to ggg 


= eae 
Sena ENA sees 





to you plans, indicative 
Specifications, jgmme rental rate and lease-purchase 
conditions relating to your proposed new head office", 
We, come back to the question of the enclosures later on. 

Be "The specifications are indicative because, you will 
Bouass, they relate pecifically to the Transxpinerica 
Building which constitutes phase 2 of Canada Square". 
Ana Skipping to the next page,at the top of the page, the 
Specified 

reference is to the fact that Hydro had a 150 


_ foot-candle power at desk level and a floor capacity to 


accommodate@ 150 pound poi*nt Piaticeess. 





I should teli members of the committee there will be 
evidence that these are exceptional specifications - 100 foot- 
Candle power being considered acceptable for most such buiidings 
and this will all po to the element of what should this 

building be expected to cost. 

Then you will notice aiso intkatparagraph , - 

"All under floor duct” work for telephone and electrical 
floor outlets are to be deleted, access to be provided by 
conduits within the ceiling space". 

ae er design philosophy, the second sentence - 

"In our various meetings with members of your organization 
it became evident to us that in structuring our proposal 
we should offer you a unique and outstanding building 
rather thanfone of/merely/ high quality". 

a 


80 there is reference there to meetings with members of the 
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." Shibley ) 


“Hydro organiz ation, and skipping over to page 3,# in the 
{ —_ 


H - 125 - 2 


“second paragraph, - 


. 

i 

4 "In order to offer you these features without sacfificing 
the quality of the building, we are obliged to charge a 
Slightly higher rental than would be applicable to a less 


; intricate design". 


Then skipping to page 4, he sets out by schedule the feature 
yng 
and additional COSt Sapam per square “Bilaesé, and you will 
| fs 
notice that it breaks out and totals 02? Gaptepeapetey 


Pa 
addi onal cost 











wees and it concludes: 
"We estimate that the overall cost of the building 


Te 
will be approximately $34 per square foceey an Attempt 


to illustrate these features and the esse general 





extraordinary quality of the building, we are enclosing 
architectural drawings". 
Now again I refer to thisa, or bring your attention to 


it, because you will note ém the substantially higher 























estimate of cost of construction of $34 as compared with that 
advanced by other developers, and the rationale that this 
developer advances in Support of that incwased cost. 

Then the next paragraph deals with the lease.purchase 

arrangements: 

"In order to pass on to you the benefits of arrangements 
we are in the process of finalizing to finance the project 
we are proposing a lease.purchase for a term of 30 years 
commencing on closing date of financing. Our tenative 
financing arrangements involve $20 million in Swiss francs 
aed an interest rate of six and a half per cent per annum, 

2 
She balance in either US or Canadian funds at an interest 


rate of approximately seven and three-quatter per cent. 


Based upon these arrangements the Mee rental rate would 


, These pave. bee 
bef4g2 per square foot per years] argangenenternoe yep”/ 


finalized and will require your full co-operation in 
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‘assisting us to set up the necessary corporate structure 
to be able to complete them. If we are unable to 


? borrow the required * 






Tape H - 126 follows 
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eed funds at these favourable rates there will be 
4 pro rata increase in the rental rate up to the maximum of 
$5.25 per square foot per eee set cut in the form of 
lease attached and shown as Schedule A, the rental rate 
wil be adjusted either up or down, from time to time, to 
take into account fluctuations in the exchange rates between 
the Canadian dollar and the currency or currencies in which 


the loans are made. 


li 


The rental will commence at the time you occupy 
the building. : I might say to members of the committee, just 
before you @0 on, this is the proposal but it was the subject 
of subsequent negotiations, very intense negotiations, by 
representatives of Hydro and more particularly their counsel, 


7 
| (A 
Me McCallum and Mr. Hogser, at least one of them will be 


weet 


giving evidence before you. And also Mr. Bradshaw, who is 


@ solicitor for Canada pa ete be called to testify as 


to those negotiations. 

Now, some of these terms therefore were varied from 
this outline and these terms should not be taken as being the 
terns of the ultimate lease. purchase agreement with Canada 

5 

Square but rather was the outline of their initial proposal to 
Hydro, So I caution you not to jump to the conclusion that 
all of these terms met with acceptance by Hydro. 
6 


Then it continues on the bottem of Page 10: “at the 


ff. 


end of the term the building will be sold to you for the sum 
of $1.00.” On page 6, paragraph 2 sets out the method of 
measurement’ a ora #1, 283,000 square FEGhy 
resulting in a &ross annual rental of $6,312, OO8, from which 
will be deducted the rental payable by us for ihe legge 
Commercial areas of $664,000, leaving a net annual rental of 


$5,647,000, !! 
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Do 00 see oes eee 
| ( (Mr . Shibley)) 


Mel. 
Now you will notice in the next paragraph it 












talks about a lease of the land for a term of 50 years which 
lance 






seems at first ed tc be inconsistent with the 30-year term 


of the building lease, but this is not to be taken as anything 
more than to comply with certain requirements of U.S. lending 


institutions. You correct me, Mr. Gathereole <.. 


Mr. Gathercole: Yes, that is correct. 


RRS or ESE AF LI IE 


Mr. Shibley:~-if I am summarizing incorrectly. 








wn fact, it is still a 30-year deal. At the end of 30 years 
the building and land would rever t to Hydro for the price of 
$1.00, ana the 50-year term of the land lease is really a 


formality rather than a reality. 





& a We Se +t Out 
| Leas® terms @ costs and ge 
4 ws wad 
Page 7. _n Page 8 a certain breakout is provided , and/Paze 9, “Bur 


“architect, K.R. HOOPS is proposing to use Adamson and eee es 
as consulting architects and Tamblyn Mitehell as mechanical 


i 
engineers. 








Now you will notice the enclosures include two 
perspectives, Grawings from another job - numbers one to rte eres 
prepared by Mr. Cooper, specifications for the 
Buiiding and a copy of the lease which T . believe to 
be eI! m only speculating because IF have not received these 
Peuments /but I believe the lease was probabiy the lease for 


‘the OISE builiding. Is that correct? 


Mr. Candy back there is nodding his head and so. 
5 ; 
ae ee 


Mr. Candy: Yes. 


STA TENORIO APD UN SEI) 


Mr. Shibley: 


SER NST RSE Ae) 





é@ what is happening here is thot 


perspectives. 
Sample documentation is being provided a8 well 45 Qugeprenercs 















Ow Mr. Gathercole were thes a, DEREK: 
0 fees 


Banana ensit x ins 33 x berspectives ««..perspectives of a suggested 
building for your new head office? 


Mr. Gathercole: That I don't know. 


~ 








RON 


Mr, Chairman: That is Exhibit 61, 


5. fe ey 
Mr. Gabeweote: Thahk you. 
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ma shibley Ban0)- 505) aon 
a M.R. 
Now the next document sem really 





pulls all of this material together, members of the committee 


and Mr. Chairman, it's a document dated February ] LO F253 


a9 
compiled by Mr. Candy. I would ask that to be tabled as the 


next exhibit. 
Ex h, bt 62 © 
Mr. Chairman: @a@ee 1 might say that we are not 


=Car, 


properly identifying ail these exhibits. The first day or 








two I was careful to note accordingly. I haven't been noting 
recently fhese exhibits are presented by Ontario Hydro and 


I think Mr. Genest will let us know if he has any 


Sy, 


H~2 127 to follow 
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-, 


(Mr. Chairman )) 


Ontartlo—hyare—and-T think tr —tenest—widd=tet_ys—know_if he-has-apy 


H-127-1 


exception to them, @.I am relying on counsel to have these 


y i vere Ws ott 





properly identified later on by their PPODEY Bb damsenbamente 





Me vetest: I think F have stipulated, Mr. Chairman, 


that these documents,when they are presente ed, Cone ees Hydro 
y 


( 
Lae 






files and we agree they are fe enue documents and _ 
vag ax aoa oe 






a 
\ fee aie ie a rad one a 
Ca bib heres Sia) eal on 8 


Mr. Chairman: Right. 


Mr. Shibley: Mr. Gathercole, I see this document is 





directed to you as chairman. Do I take it khat therefore that 


it is the first analysis of a comprehensive nature that was 


a3 


submitted to you as chairman of the commission 


Mr. Gathercole: Yes. 


AOA ar I LE en ence OS a 


Mee _Shibley: ee with respect to the earlier communications 


with the four developers in question, aside from those instances 
to which I have already made referance, and about which you have 
given evidence, you had no other personal ‘@& involvement with 
them? 

Mir, Gathercole: Not up to this date ,;none whatsoever. 


jikage Shibley: Right. And neither had you received any 





ie 


data from your staff? 


Mr. Gathereole: No. 
LEE ye Fe ron i A : " 
j AG AR “\ caetalered 


Mr. Shipley : Now in respect ofthis memorandum? 


of the committee will note that it starts Of}: 
"Preliminary proposals have been received from 
four developers on an informal ba Ss36 
So that is the description given cf what you just had exhibited. 
‘ 
Kurkmexxkndk Parag Meu 
ach developer was shown the previous design 
for this building, conceived in 1968,' 
which may be a statement of interest to you. 
"They Wire also shown the cost estimate for 


that building which was applicable as of 


January 1, 1970. 
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Cir. Shipley 


: I they weregiven the following verbal information 


regarding the conditions and requirements:" 
q tap EL eee \ 
So that that can be taken as what Mr, candy wir be the information 
provided to the four developers, and I don't think werneed to £0 
fe 
into all the architectural detail; but rather tise skip over 
to page 6, And I would like to refer your# sPebariat particularly 
to paragraph 5, Financialg, You will note the financial requirement 
€ 

was that khexdexeianper ‘the developer shall State the cost and 
_ source of money ;KexpRrapamexx pay all professional fees. respecting 
: DORM CCRGEEE AACE rs 

desicn, construction and financings; @nter into a 30-year lease. 
REAR XUMAEX HANK XANAX AWUK AX OR XH AH 
_ purchase agreement; pay em all permits; provide a complete building 
design to the approval of Ontario Hydro, ( Which is a circumstance 
i think, of significance’ ; Provide a building superintendent and 
staff to manage and maintain the building, including the various kk 
things; State a cost per square foot rental per year to. be ; 
charged to Hydro to cover the financing, maintenance and management 
/ of the building, except for certain items noted. " State the cost 

™ 

_ per square foot\, per year, you are preppred to pay Ontario Hydro 

for commercial areas you will be MeSPponsiple Lor sup lereine. .. 

State the cost per square foot for the construction of the building...” 

liydro will pay realty taxes, during and after construction: realty 

and business taxes on the land anda building, subsequent to occupancy 3 

€lectrical energy charges; security muards; replacement lighting 

ede 
tubes, and so on. 
And then there is a summary of the proposals on page 8. 


YL) ; i / 
Bhat” each of the four developers set outeEllis-Don; Y and R; 


Oey 
4 Spe 
Canada Square; and Horizon, eae Coat, oF nerey capital cost -.W.. 


that's for construction of the aig A yertar per square Poot . ,0f 


office/ana storage in some 


aD 
oe 


refund sr to hydro for 
Bmerct al areas, and the cost per square foot for management. 
GFE 
Then on page Bly! set out additional costs to be 


Payable by Hydro for a total of $1.75, and by comparison... 


aN 


H-128-1 follows 
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DT 


points 
it marks out the rental at 77 Bloor 





Street, a then on page 10, you will notice at the top of 
that page, Rent per square foot per year for a higher class 
af pUtiding as Submitted by Canada Square Corporation %, 92; 
» for lighting 
Gost per square foot per year for electric energy praxiding ; 
foot- ae 
based on 150 - Exmandias C cents, ost per square foot 
a call 
per year for realty and business fells; mt POtal cost 
i 
per square foots6. 67 per year forsnew building. All costs 
b 


if 
of wakk utilities and labour would be subject to escalation. 











And een the conclusion -— The submission by Canada 

| Buare ee eee included a set of desi ign drawings for a 
curved building of a high quality which would enhance the 
corporate image of Hydro, whereas it is very doubtful that the 
low figure of $26.00 per square foot submitted by Ellis-Don Ltd. 
ts sufficient to provide a building ee aenceee and quality 
required for our purposes on this very important and prominent 
ete. The design of the curved building would be very similar 
tn character with the Treasury building recently constructed by 
y a 

ee ern oko vernment on the north.east corner of the same 
Mersection." 

; Now, Mr. Gathercole, was this memorandum distributed to 
Mer members of the commission? 


Mr. Gathercoie: No, it wasn oe. Shibdley. 





you 
' Mr, Shibley: What action was taken by/upon its receipt? 
were, ee 
Mr. Gathereole: Well, I discussed the matter with Mr. 





(Gaet sreevara nena nrmaey sem kerr 


Beson and Mr. Sissons and suggested a further analysis be made 
of this Whole - of all the proposals. 


Mr. Shibley: What kind of analysis? 


Lee, dan 





Mr. Gathercole: Weil, that some , analysis of all the 
financial and other issues be undertaken. 

Mr. Shibley : Yes, now then I suggest to you that this 

bias Waa wen 


memorandum again seems to be a memorandum wherein Mr. Candy had 


apreference for kmesxe the submission made by Canada Square. 


) 
‘ 


Do you agree with me as to that? 
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Mr. Gathereole: Well it is difficult to avoid 5 AR a 
a as ry Od é 
[ would say yes. 


Mr. Shibley: mh in the face of that, you 
YOU Heer 


RAL Lag 
say/mames: asked that the proposals be 





submitted for further 


Mr. Gathercole: Yes. 
(SE a eeermewer seri 


Shibley Now, I put it to you also that the 


memorandum of November 25, prepared by Mr. Sissons, also seemed 


to favour Canada Square, Do you agree with that? 


Mr , Gathercole: There was an inference in that 


Mr. Shibley: Yes, and again notwithstanding this 


line of thinking on the part of your staff, you say you 


instructed that further investigation be made of these four 


“4 


oposals’ 


Mite Gathercolie: Yes, 





Mr. Shibley: All right. N° ow then, I would like 
oe a 
to go on “ye and present to you a memorandum dated March 23, 


i972, from Mr. Nastich to Mr. Mink. Would you first tell members 
j § 


Be “y 
of the committee who Mr. Nastich is 3 


Mr, Gathercole: Mr , 


SARE NEON Sere LC ee raga ee 


Nastich is the assistant general 


Manager of finance. 

















Mr. Shibley: Exhibit 63. Now, I wiii refer members 


of the committee to the content of this memo as follows: 


" 
I 


Now that we are coming to the final decisive stages leading to 


Construction of a new office building, I believe we must ensure 
that all possible alternatives and cost implieations are, carefully 
examined and evaluated," Now, just stopping there, Mr. 
fathercole, was Mr. Nastich one of the peeiene who would have 

bed on your instructions to make the analysis in question? 


Mr. Gathercole: Yes, he definitely was. He was 


SE 








P chief financial officer with responsibilities to examine 


Were undertaking and this was in the case in point. 
U) 


Mr. Shibley: Yes, and then it goes on and he says: 
@ 
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apable of being explained in Simple terms to public officials 


and the general public. ff this is not done and public 


fully substantiated, the whole project becomes (and rightly 
30) suspect. I therefore strongly recommend that our 


ubstantiate repert cover@ all 14S 


RS SE, 
a TERN 0 0 
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relevant aspects and be looked upon & in the same Light 
as a lawyers brief. Now if it is like my brief, I can 
sympathize with the man, “I have asked Messrs. Dean and 
Mink to meet with Mr. K.H. Candy to develop a report outline 
which meets the above objectives, 

* Some of the areas I believe should be covered are 


as follows: 
¢ 
letlae Why don't we use the pubiic tender approach? 
: 2. Should we not consider the following three 


aspects separately so that we can get the best deal on each 
it ; it 


ras 


A { 
of the three? i. - PLRAnGine «bia = Construction. Ke - Maintenance. 


a 
; 3. What use will be made of the already prepared 


architectural drawings? 

aay What criteria will be used in xz selecting 
each of the aspects in Item 1 above? 
: 5. What are the savings to Ontario Hydro in 
constructing (or having constructedian office building to 
house all its staff? | 

“There are other questions and these will be provided 
by the task force looking into this.” 

Now when he referances a task force, what is he 


talking about? 


Mr. Gathercole: He is referring to a group who 
ene APES 





Were examining into oitemteereemeterie: these iG TeV Lens That a Soe 


Te AEN Aei ager eS 





a undertaking the financial and other analysi® of the 
Objective of realiging an administration head office. 
Mr. Shibley: Mr. Gathercole, again, as of March ya, 


SITS, 


1972, when this memorandum was written, had any material yet 





been Submitted to members of the commission for a decision as 
to the selection of the developer? 


Mr, Gathercole: No, 


SO RC ERT RTA 
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Mr, Shibley: So can we take it that your 
evidence is that this workup material, that was being done 
by people such as Mr. Nastich and Mr. Mink and others, that 
this was all geared towards what would ultimately be a 


submission to the commission? 





Mr. Gathercole: Yes. 

Mr , Shibley: Is that correct? 

Mr. Gathercole: That is true, 

Mr. Shibley: And I noticed here, he talks about 
considering the three facets of the deal so that you could 
get the best deal on each of the three. I gna gather that, 
notwithstanding that you had four proposals in hand from four 
developers ,that you were now getting ready to undertake 
negotiations with him? 

Mr, Gathercole: Yes, that is true. 


SOR SE Pe SNH NE MTT 


Mr. Shibley: £ now present you with a further 
memorandum dated March at Ms 1972, from Me, Mink to Mr. Candy. 
WEo was Mr, Mink? I know he is no Longer with Hydro, 

Mr. Gathercole: Yes, He was a Financial analyst 
in the department and a very competent individual who is HOW 
i think associated with the National Energy Board in Aiberta 
I believe, 


Mr, Chairman: Exhibit 64, 


: SY 
Mr. Shibley: Now Mr. Mink's memo to Mr. Candy/as 
follows: "I would appreciate it if you would prepare the 
\Aand, 


necessary essen for inclusion in the report on 


the following eee si. 

He's talking about the EB report which Nastich said 
Should be prepared. Is that correct? 

Mr. Gathercole: Yes. 


A er to amare" 


Mr . ine Shibley: And then he enumerates them; what 
General design philosophy is recommended, the advantages and 
disadvantages of adopting a public tender approach against the 


Single developer approach, 





- 
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mp-provide En outline on the screening of potential 
developers and reasons for eventual selection of those 
currently under consideration. / 

Now, when he references those currently under 


consideration, to whom is he referring? 


Mp: —Gathercole: Well the four proposals that I 


thought are ) 
would have jaa the four proposals that had been received 





H~220 to follow 
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Mr, Shibley: And then it goes on, and he says: 

"I will forward a preliminary draft outline@ for your 
consideration and comment, to provide a more comprehensive 
picture of the submissions made by the various suppliers". 

I suppose he means various developers, is that correct? 


Mr. Gathercole: Yes, I would think so, 


ee 


Mr, Shibley : "Could you please obtain the following 
i date from them*?* 

“Then he lists Y and R and he lists things that should be 
Binguired offron them, fe that correct? 


; Mr. Gathercole: Yes. 


Sommers an aes 





Mr. Shibley: And then the same for Canada Square? 
Mr. Gathercole: Yes. 


Mr, Shibley: And then®further data to bes 





Horizon® is that correct? 
Mr. Ga Gathercole: Yes, 


SE ene eee AW oe 


Mr. Shibley: Do I take it, Mr. Gathercole, ‘gm having 
Tegard for the exclusion of Ellis-Don from among the four 
developers who were to be followed up, that they were not 
Considered to be in serious contention for this project? 

Mr. Ga Gathercole: Mr.Snibley, I am not able to answer 

Meee I Tinc'at rather uhusual that they weren't dncluced. sn 
it may be that their omission is a reflection of a pangs 
tentative as it may be, that excellent as the company is, W& Kin 
May not be the field in which they were going to provide an 
appropriate solution for us, but on the other hand, it may have 
been just some omission for which I haven't any explanation. 

Mr. Shibley: Ali right. Then at the bottom of page 
2, it mentioned in your memorandum bat’ Some of the mechanical 


Pécs were not .& outlined to each developer for 
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preparation of their p¥oposals. Please let me know which 
of the prmposals may be affected by this and to what extent". 
Then the next document I want to produce to youss 


SBe document dated March 30th, 1972, which is a memo from M r. 
Candy to the file, 


Mr. Chairman: Exhibit 65. 





Mr. Shibley: I notice, Mr. Gathercole, it starts off 
b 4 . "I discussed the four items in connection with the 
proposal from Cariada Square outlined in the memorandum 
from Mr. F. J. Mink, dated March e7th, with Mr. Moog today, 
with the following results," 
ad fhen he breaks out the data, and the third thing is:- 
“the financing arrangements are secure insofar as Swiss 
capital is concerned at six and a half per cent plus 
government tax which would be absorbed by the dewloper. 
The balance of apseakm approximately $20 million can be 
obtained from the Equitable Life in the US at possibly 
eight per cent interest under which conditions the rental 
rate fer square foot per year would remain atkug2." 
Then the letter carkries on with other information. In 
paragraph 4, referable to obtaining funds from Switzerland ¢ 
"All of the commercial areas would be taken over by the 
developer from the outset. No rental would be charged to 
Hydro” and so on™. 

Now would you agree with me, Mr, Gathereole, that this 
memorandum of Mr. Candy's only covers the follow-up with Canada 
Square as for the information which Mr. Mink suggested should 
be pursued in his memorandum of March 27th, is that correct? 

Mr. Gathercole: Yes, 

Mr. Shibley: And I should tell you, and I again ask 
your counsel to acore to make a search, ors found no 
written material among the documents provided to me of the 


awk 
result of any similar follow-up with YollesxRotenberg or 
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7 (Mr. bley)p 
Horizon Development, both of which were companies referred 


to in Mr. Mink 's memoramdum of March 27th. Are you aware of 


| 


| 


any such follow-up? 


Mr. Gathercole: tT am not aware of what took place at 
that time. 


Mr. Shibley: Smee I am going to be calling Mr, 


Candy, Mr .Chairman , ,I Just want to put him on notice that I 





am intending to inquire as to why the only documentation I 
} 


have seen indicates a follow-up with respect to information 


for 
as ‘ie Canada Square and not for the other two companies. 


You can't provide that today? 
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Mr, Gathercole: No, I am not able to. 
Mr. Shibley: Then the next document, Mr. Gay Chairman, 
ER 


is a document dated April 6, 1972, being a memo from Mr. Candy 
to Mr. Mink. 
Mr. Chairman: Exhibit number 66, 
Mr. Shibley: And you will notice it starts: "The 
1% MY EXPL ANRTY oA 
following, of paragraph 2 in ag memo of March 27." It says. 


"In my _ NG at 5 ‘the best interest of the commission 





to construct the above Para through the selection of a 
single developer rather than the conventional public stipulated 
sass tender pyeten, Lor the following reasons: (a) de will not 
be necessary for the commission to retain architectural 


~6consultants: (b) if a general contract was awarded on a 


: a 
stipulated exe basis for sprojecta of this size, thea 


construction of which would extend over a pericd of three years, 
contractor. 





the Buepeemeeee would have to protect himself by including 
Considerable escalation in his price, which the owner would have 
to pay whether or not it proved to be me necessary , depending 
on the state of the economy . The developer would act as a 


project manager, doing some of the eonstruction himself and 


awarding <eageradg 





separate contracts as required, thereby paying 


Ge 
would not 





the going rate at the particular time: (c) the- 
be involved in extras and credits on the contr "act except for 
very major ge ae athe minor changes in the capital costa 
Would have a heriteinge effect on the rental rate; (da) Ani 

general contractors have an overhead to cover the cost of 

Estimary NG 
iGmiceeas projects which must be paid for on the contracts they 


who 
obtain, whereas a developerfis | providing the full service only 






: oe on projects he proceeds with; (e) A considerable 

Saving in time would be effected by the developer method," ;~—< 

I think this may become a matter of some import to the committee 
to note that,—« "AS the construction of the building could start 


a 


about eight months earlier, as it would not be necessary to 
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yith the excavation and foundations for the building. The 


drawings could be prepared while the censtruction of the building 


is progressing. This would result in the completion of the 
building eight months earlier than the conventional method 
ind represent a saving for th 


$520,000." 


€ commission of $65,000 per month 


Now, finally, Mr. Chairman, I ask to table} the 
ext exhibit a document which is marked ~ my copy is marked 
‘Graph, Ontario Hydro New Office Development , prepared by 

| H. Candy and F. J. Mink, dated April 10, 1972." 

Mr. Chairman: nee 


Mr. Shibley: Exhibit 67, Well, Mr. Gathercole, 
SSR ROE REE ELAS 


[take it that this document which is now presented to you is 
bhe sort of summation of all of the input that we have been 
eviewing in terms of exchange of memoranda, investigation, 


nmalysis and so on. fs that correct? 


Mr. Gathercole: Yes. it 4s. 

“SOR OUR EFTTA SSCA AIA EINE) 

Mr. Shibley: And did you receive this document? 
SETS CT TSE) 

Mr, Gathercole: Yes, i..did. 





Mr. Shibley: Was it distributed to ali members of 
SADDLER SR Tse SSRI DY 


he commission? 


Mr. Gathercole: No, it wasn't, It was still in 


TONER ORNS ities DING MOTE SMAY 





le working paper stage. 


Mr. Shibley: This is a document, members of the 


ne DONT TIA PER VLE NYHEAG EL 





mnittee, which I think is going to require some careful 


fnsideration on your part, but t would like to go through it 
th you and highlight those porticns 

Mea. SH BLY, ' 
Mr. Gathercole: “Sidmey “could I just mention ; a4 
vem: NES TAT = 


NE) 


Mr, Shibley: Yes? 


Rab ASH OE CT 


Peden} 





Mr. Gathercole:+iThat a copy was distributed to me , 


Nea AT 


Sent to me, and the eeneral manager, Mr, Sissons, and senior 


lagement 4....4 


Mr, Shibley: And the purpose of that distripution 
AEN AS ICU RC SNCS: 


id be what? 
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(Mr. Gathercole¥ +— 5 
in order that we would have an opportunity 
WO/ 

which fg-done in a comprehensive way, 


of reading the analysis, 


of a number of proposals. 


Mp. Shibley:«Okay. Now going immediately to pare 2 


2) 
me notice in the Beta part: 
oaN 


"If sufficient formal assurance can be received 


ee 
f 


that the terms as outlined in the nesart Vo cp 


purchase nroposal of Canada Equare or licrizgon 

Develooment are as indicated , the selection of 
a packare arrangement could be éonzivercd.) 
w Stopping therc, Mr. Gathercole. At this point in time April io 
cnoice being narrowed down to these Bwo developers? 


Muh age ethercedle: T would say, to the gentlemen who were 


HS re ye 


es Submission. it was, yes. On the other hand @ 
cc ; mip los {- 


SBS amres, _PBeweonice Goexcluce all the others. What inisan to 


ay Ly thay ae Was Still open, but undoubtedly in tle minds of 


Beese two analysts it was. ves 


MMe oes Than, ait goes on: 


'C. if the terms should deviate si@nificantly 


irom those incieated, favour shoule be siven to 


ime pubiic tendering anproach as originally 


this was it meant public tendering for a lease..purchase or 


ublic tendering on a buiicing to be built and owned by Hydro? 


+ Rimmer neta aanemeneee anim ieee Sam A ame ea 


Mr, Gather cole: I’m sorry sir. 


DA. 
ny 


eT Meawonlbley: IL am Lrying, to understand what he means when 


eee ooo 
ven Ce ee 


S oo 


Says “public tendering”. Was he talking about Guta tendering 


@ lease.purchase? On pare two C Dortion., 


Mr. Gathercole: I would say public tendering meant issuing 


ate ae wena preteen MRE emrpe nein = 


1 invitation to a selected group of developers or contractors to 


Ie on the project. 


jir, Shibley: On a lease.purchase basis? 


ST a sence, 


ik. Gathercole: A lease purchase basis. 


ee NE eer emer 


Mr. 5 Shib ley : All right. Then on page 3, under the 


Pagraph sty lel, x9X' 1968 proposal, the second sentence: 
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Mr. Shibley. 


"TR WAS proposed to construct the building® 





(This is the original proposal), 
“®6n the 2k-aecre site at the soutwest corner 
GES ey 
of hanged Sree ,,,wequired by the commission 
about 196 Fat a cost of about $23 millions and is 
now estimated to havéffiarket value of 
approximately $7 Biliion." 
And then it describes what went into that original design. It was 
a two-phase building, etc. etc. 
Skipping over to page 5; 
"Delay in construction, 1970. 
HAqL drawings and contract documents were 
completed by the end of 1969. 
That may be an important statement. In fact, you were ready to 


(your plans and spec cS on) 
submit Malt eB the original design for tender when 





Vii 
those plans were deferred, and ultimately they were scrapped. Is 


that right? 


Mr, Gathercole: Yeas, 


WT REI EETT Ar enererverarery 





SNS A ROE TFET a Lg teas 


Mr.Shibiey: Then topically on page 6xt 
a description by Mr. Candy of the effect of decentralization of 
i seme x 
personnel. On page 7, economic cost of geographic bate of 
employees. The members of the committee will later find that there 
RET RA Lot) ey, 
are schedules ~appandia-t6 this report, showing the Dreakaan of 
_ these costs, oF what Mr. Gamad Candy calls seographi signa OF 
a employees. Skipping over to page 10, you will note on re eae of 
’ eas thinking ¥Yaadsdins tne Luca 
ny FAS also been considered advi ee to 
q introduce some commercial property below 
ground level to aid in financing the project 
While many facets of the building originally 
designed should be incorporated into a new 
design the major changes in space requirements, 
deletion of computer facilities, layout Gar... for 
efficient longterm nsemet Sais Space utilization, a 


and, inepmporation of more revenue. producing 
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H-1. 32-3 
| commercial space would indicate that an 
entirely new approach should be made to 


the problem," 





Now that is very basic to the avanadGoumexk recommendation to abandon 
the original plans, geen d 

} te 
“ Financing Alternatives}is an important portion 


of this report. 





“The Bs approaches can be considered the most 


paeetical alternsie means for financing the 


project: 


oul 
1. Generating the necessary capitan Sig of yRe 


normal process of debt financing. 
With a eve utats 
2. Entering into an agreement wine x 4 at 
or foreign financial institution to waeptee 
XUSKRHRGe Rey XP mex Pare £ 
a first mortgage bond on the building, which is 






secured by the assets of the building. 
3. Use of available funds through the pension 
fund. 


4, Enteriae into a leasewpurchase agreement 


a 
with ‘ee developer. a, 


H~133-1 follows | 
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POT, Bene, ; Sy 
r tS. 
ih viento eee 

nie -a_ Tegse—purshase agreement 


Then there is a reference to internal debt financing. 
You will notice it summarizes what we have been going 
over. 
"In view of the continued expectations of 
heavy capital demands by Hydro for our 
capital construction programme over the next 
few years, this form of financing has been 
discouraged by Treasury." 
Now I am taking it, members of the committee, that this 
refers to Mr. Farmer's memorandum of September li - [I 
am going by @# wemory ~ of 1971 and you will remember the 
circumstances Surrounding that... @r September 3, it was, 
of 1971 ede Surrounding that is the evidence referable 
the 4 
to/Safrance proposal for finance nz. . 
"It is maintained tha’? while most marginal borrowing 
Will likely be secnred in foreign markets, it is 
desirable to favour alternate financing sources 
that may be available, It is concelvabie, how- 
ever, that should eosts of alternate sources be 
unreasonable relative to interna] Pinancing, 
this form of financing should be seriously 
considered .% 
\ External Financing .@ 
"It is the opinion of our legal people that some 
problems could arise in arranging financing 
if 


secured b y' the building as /specific asset." 


Nm aah 





You will remember the documentation from the legal staff 
in that connection that is now an exhibit. 


"These problems are matnx mainly due to agreements 


in our West German bond purchase of August 4, 1969 
d 
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whereby we “agreed not to Secure any bond tras 
issues or other security” ete, 
And we have been over that topic. 
\®use of Pension Fund . 
ietieal ty 754 the opinion of the Law Division that 
the aggregate amount allowable for internal 
investment from the pension fund may be no more 
than 10 per cent ...4" 


fe 
a we 
And we have reviewed all that daeanne: have gone into, 





You know: the backg@@firemdmaterial that went into this part 
of this report, ada (it the top of page 13, you will notice WF tango 
it was considered "some years ago and, at that time, rejected 

by our auditors," Again you have the Support material in 
evidence on which that conelusion was formulated, 


Then reference is made to the Lease-—Purchase 


Agreement and I direct you immediately to subparagraph 13; 
Jd 





"The financing would appear to be no problem, 
The source of capital would likely be foreign and 
held in the form of first mortgage." 

I ask you to note that because again, in his thinking, it 


is clear that - well, I should advise the committes that 

















when you get to the source of funds, the one developer that 


was predicating his proposal on that footing was Canada 


eS a, ee ee 


Square. 
"It would not dilute our conventional capital 

. sources since the available funds would Likely 
originate from a source intended for investment 

in real estate in any event .& 

| 4&2, The tax aaqvantages available to the developer 

could have a net effect lowering the financing 

cost to the developer, By retaining ownership, 

the developer takes advantage of capital cost 

allowances which would normally not be axtz 

available to Hydro. The effect of this on the 


agreed annual rental would depend on the specific 
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(Mr. Shibley) 
circumstances of the developer, his willingness 


to negotiate mutual benefits and his prospects 


of tax deferrals." 





tae I think/is an important statement. 
Then Construction and Management’ = [vou can skip 
right over to page 15: | 
"a) Construction profits by the developer ..." 
I am sorry, that doesn't make sense:—-» 
"A number of tax advantages available to the 
developer are as follows: MAM. 
You will remember the backup material that went before on 
this score. 
a.) “Construction profits by the developer (5-10%) 
which are subject to taxation could be deferred 


by inclusion in the rental rate if ownership 


is retained. 





b) Capital cost allowances Br Che o 
developer could be utilized to offset other 
taxable income by the developer or allow tax 
deferrals. 

Oily, RERETEE associated with management and 

pei eencnee of a building under a lease-purchase 
arrangement could similarly be deferped for tax 
purposes , 

We expect & small margin of profit to also exist 


in areas such as financing and rental of eccmmer- 


clal space for the developer. The degree to which 


each of these profit areas would affect the rental 


rate or the extent he is prepared to share the 
savings due to tax deferrals on te Hydro are 


uncertain, 
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( Mr ° 

















It® would depend 

HE 

onjfinancial circumstances of the builder, his interest 
‘mitetproject and the bargaining capabilities of 


%9 
Hydro staff. I think that is a 8LPifsienificant statement, 


members of the committee, because in effect what this 


{ 
report is saying is “Hiextnese are the advantages to a 


builder-developer. Now having regard for them,4/ we have to 
. oye, 
osinal ay: 





keep them in mind in terms of our nerotiating when 
making a deal with them, because if we can say to the 
developer, "You are petting all these advantages," we should 
he able to stipulate for a better deal or a lower rate of 
rental to Hydro aad That's T think what Mr. Candy is intending 
when he says, St depends on the eee circumstances of 

the builder, his interest in the project and the bargaining 
capabi1 NY of Hydro stare. 


"It has been evaluated that the CABABLTULY ABACLLIV IAS 
Capability of tax deferrals of a 10 per cent construction 
profit by the developer represent; 4 net effect of reduction 
of 0.9 per cent in finaneing costs to him." 

Then the next topic is "Publie Tendering vs. Outside 
Development." You'll notice it says, "A ae reuse ai See cf 


eee | Ere 


\ Lai, ned) 
+ project manazement approatheses. {3s at Peonetaeped 





as the only means of assuring that the lowest economic develop— 

ment is obtained /ginsiagy ine eus cays . Considering our A&dpresent 
= nr RL b LS 

Position, however, it may not be in the pestrot Hydro to 


delay the project any lonrer, but to consider outside develop- 


? 


i: " 2 e2er | ; R ; 
Ment." So I think it's Thape that in his thinking agdelayg ~ 


2 dominant or permanent consideration. Then he talks about 


the team approach, the fact hai¢that developers retain 4 


Collection of experts who éiSco-ordinate their efforts, the 


fact that the developer who also is required to maintain 


the building over Bee 30 years is going to worry himself 
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Qr. Shibley)\ 
es 
about providing a building which will stand up to the test 


of time jand Iam not going to read ail that. 





I want to skip immediately to pare 19), -maiel me Lp oko ~ 
purchase proposals. "During the past year, Integrated Financial 
Planning has carried out a number of feasibility studies 

to investigate the economic advantages of 4 

lease-purchase arrangement. Critical comparisons 


were made between the cost of internal financing, 
Dae my Nag Ban GA CH ore SE : y 
maintenance Yiwemzstae and that of external cwnership, 





















management and maintenance of a Webi >uilding," 


r a 
And vine asterisk referifeti <dicrmma to “ue note below? 





"The terms of reference used in our evaluation for a lease- 
_purchase situation were as outlined in the agreement between 
Ontario Institute for Studies in Fducation and Canada 


square Corporation for the construction of their building 





on Bloor Street West," 

And you have had really the whole of the evidence or 
not the whole of it but 4 large measure of the evidence in 

Methat connection. 

"In consideration of these conclusions, it was decided 
to request preliminary proposals from five prospective development 
firms willing to eonsider iease-purchase arrangements Por our 
new head office. Fach developer was piven the specifications 
and conditions for development as outlined in appendix A, 


informally and asked to submit a price breakdown that would 


f 
Py 
I 


ae a P pe kaw ; 2 
be considered suitable for assessment Seige a .¢ase-purchase 
{™ 
arrangement." Then he sets out the basis and on page 20, 
"Selection of Developers." 


; "The five developers considered as suitable firms that 
proposals are as follows:" and he 

were asked to submit 

sets out the Lite. Piven detate with pam and he includes 
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Cadillac. Four submitted proposals while & @ Cadillac 
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did not. "The original submission by <4, 


Y and R was 





Q 
based on/lease-purchase arrangements but on a site made 
MASOu AS 
available “tx redevelopment ¥ of Eaton's College Street 


-  eomplex. They were asked to resubmit a proposal utilizing 


t¥Your own site, And then on page 21, "Financial. * 
Ad 





rane t ates Pinancing rates varied between 7 and 8-5/8 
 \withe 
per cent among the four Submiss1ons études, three of the 


: Der 1 Hk 
four proposals ranging between 8-1/8 and 8-5/8 f The submission 











, Canada Square Corporation sugrested an aggregate Pinancing 
rate between 7 and 7~1/8 per cent per annum but it had 
ahigh degree of uncertainty associated with it. Considering 
the upper limit placed on their annual rental rate 


COnda F, Onoak Pore 
emote On higher financing tesexcosts, we would suspect 








their likely cost of financing would be cioser to 8 per cent 
per year. The most notable aspect of these rates is that 
they are only marginally hieher than Hydro's internal rate 


the 
of long-term borrowing, At time of Submission by, developers, 
y's 


bond | ba iad 
our latest teed issue had an effective Mevield et 755 
per cent.” 
Now the next page pives a comparative analysis of the 


lease-purchase proposalsand you'll note these headings, 


*Proposed Capital Cost of’ Consteuetions, tigcthe-Rental Cost" 
ss . 
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Ss 
~>,) 


H £8#x 135 —~ 1 Polljows 





























sanicita Spence, s sindueon ot t 
#, sesonense” “ES 9964 ho: we tte aw 
Beeb tan. weguted bettev aetst 3 Bs paleack 
senoteeimdus oe = 


Ar 
7 ve 
= 





ei? 30 =e 20 
| i, ii er 4 
motaatndue of? ot —S bee ete agswied artnet Biesogard 
| untousort afewsiaeh fo botequs notsmroqnnd 2, 


bie 30 268 puriia neq ood 19q BYISF peed 
| arnrrabionm:) sf AGEN hetaiooecs In iapreomy to, 
| edant (a7nee Lewune sted? no beoald 
| jgeenaild Dixviow of Beet ote? antonenlt ssotyte er 
¢qea ee 1 oe WeR0LS Od, DLvow an2ocant? We tea9 yLout 
tend ef ewoat seed? To yoodss oldaston Jao ent. 89% 9 
ster Lemeia? a eutvlt coty vedatd yiteteagem ving ons YS 
| ™ re 
| eredelerah.wi  cohmaindig To ants 2A aatwosted $ s02-an08 
| ©. Yo bLeIg avrtne'tte ne bed semed Postar 
| ¥ *.gnep. 
iF Pada) ivi oh: an San , 994q _ TRON, eng wou” v : 
| mnhindad PhO? @20n 2a bog NTR ecqotg sasdotug~9 


WE 4 Facbtabs tan? 2 yeoO fIstiqs? bheeeqa 


ase 














May 29/73 


| 5-45 - 5.50 p.m. 
(Chrmn, ~ Mr, MacBeth) aoe ae Se 


H3135 ~~ GL 


(Mr. Shibley oe, 
aa ie 


vy 
| age ine ate rental cost, the 





cost for management, financing costs RAS an included 
SEPT Kn Ly 9) inancing 
oot Commgemas FOr management in the rental costs/ tn ARLE 





a source of financing; You't1 notice in that respect 
E&lis-Don was Canaddan as was Horizon, and @ Y and R: 
Canada Square was Swiss or UnviSs ora combination, “type of 
financing indicated, aaa “then the comments are of interesta 
Ellis~Don,. s-Just who would be their architects, and so on? 


Y and R, discouraged the development of commercial 





eee You remember ‘he evidence earlier today in that res pect; 
Canada Square, 92.5 cents a square foot per year, due to 
speha features of Red buiiiding; We 've covered that and 
there is really noxthing Significant as for Horizon. 
At the bottom $63 Bacon of the devlopers has agreed to\gBtain 
Adamson as consulting or associate architectg °° 

Then you'll notice on page 2 it sets out risks which 
a d¥eloper would assume, which include escalation ma construction 
un Crs Feo acre 


5 Rca thirds AF actual financing, effectade-Toretgn 


WO, f 4 
exhbange; suitability of design: and mana penenity maintenance 





cost escalation. Yes, these are the risks, not necessarily 
that they are going to be assumed by the developer. And then 
he deals with construction cost¥ escalation. 

The next page is again an evaluation of these 
risk¢é factors vis-BR-—vigs the four developers, aid Wou'dl note 
that with respect to Ellis-Don, construction costs escalation -- 
well, as with all four, that item is even, Finaneing rate 
escalation -- now, this means what are the hazards of financing 
costs increasing, vis-a-vis that developerg NOw, with Ellis- 


No G8 
Don the risk was low; with = 








SES and Rotenberg it was lower; 
Canada Sq@uare higher and Horizon was the lowest, So that, in fact, 
of the four, Horizon was the developer whose financing rate 
was subject to the least risk of escalation, and CAnada Square 
the highest. That's the Ritences 


Mr. Gathercole:- 
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or. Gatheredle?} 

) wilthy 

+See: with Horizon ,aAweseeeees. j one of the highest 

rates of interest, eight and five-eighths per renee 
Uetit? s Shibley: Thank you, Mr. Gathercole, that's 
right. Tee, So everything is relative here; and on the 
other side of that sax coin, Canada Square had come in with 
the lowest financing Pate my Xa@aseofigsen, 
Mr. Gathercole: Yes, and therefore we assumed 
valu pam ked: Wag 
that, you know, acemey it wees eeumegi beady that ittd 
get the money for that purpose. 
Mr. Shipley: Yés, all richtesfatr comment. The 
effect of foreign ain ee oh only one respecting which 
tA 
sobesee was tet conti ingency ae Canada Sqgare, ae Hesieng 
Sea aoe Los OP PRra 
ieee & ye bj wanped tem very good to good for all 
developers; Efgective management and maintenance, Ellis—Don was 


: uncertain.’ N@w, stopping there again, Mr. Gathercole, I 


gather that that was because they had no history of management 
expertise? 


MY. Gathercole: That's right, yes. 
SRS REE inte! 


OREN IEE bE AY I 


Mr. Shibley: And I think I'm correct ,o5y this time 


they had abandoned their partnership arrangement with 








B22eo 
Mr. Gathercole: Sifton. 

Mr. Shibley: Siftonm, is that right? 

MR. Gathercole: Yes, Sifton Properties, it is. 
SAP eer enn 


oes ae : “a 
: Fe (that, 


Mr. Shibley: And, so again/T 
LC Seatac eee 





sade 


; pather was 
S 
draining off any comfort as to management expertise on the 


part of this company? 


Mr. Gathercole: Yes, 


ne A 1 recs mr Same © 


Mr. Shibley: Then why Y and R are very food, use of 


ARN ae A taps omen Se HAs, 


own staff, and the same for Canada square and Horizon, 


Then carrying on 
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Mr. Shibley) > 


rs 
you notice on page 23, the financing cost variation, "the 


greatest single contributing cost factor influencing rental rate 
_ per year is the capital construction cost of the building. 
Bera rental rate is established to 3 large degree by cost 

_ of the building and rate of financings that cost. The rate 

is ‘Syeis significantly sensitive to changes in cost of financing. 
The direct ad effect on the annual rate due to such changes in 


cost of financing from the ficures quoted, would be as follows:" 


aneeeT PSD Bs B iyes some figures, whip: 


Eger 


‘t review, but on 
Bees sGieoiarcs. 
oT od fas will notice on page 24 how significant 46 


ee 


























is the change on a cost di 7 eae foot of the variale variable 
in the financing rate,®@ » heakany about a large area. "One 
have / =a 
would hag\to assume that low financing eeate costs, as stated 
wW 

in the proposals by developers 4re subject to considerabig¢ 

more uncertairity than quotations above our own rate of borrowing. 
e basis of ef grading in the risk chart has been based on this 


t: Nal 
assumption \ eens / 


sresyisyt sero 


es 


Then, "Effect of Foveien exchange - The degree of risk 
due to foreign exchange appeasd to be preatest for develovers 
USing a Swiss capital source (Canads. Square Corporation). Two 
of the other developers are proposing domestic financing (Ellis-Don 
and Horizon) “which carries no rike risk due to foreign exchange 
Tluctuations” 

a 

Then, on page 25, you will notice in the third 
Paragraph - "A five per cent rise in exchange rate between the 
SWiss franc and Canadian dollar would result in an increase of 
0.07¢ per square foot SS year in the Per nertel rate proposed 
by Banada Square." poey Wesipen philosephy$ he talks about 
"by pursuing Fade Sousaenete Hydro is also precluding that the 


Pesulting developmentwould meet our standards and portray our 


Corporate image. The degreew to which this may present a 
Ree tee 





Problem may be assease@ on the architect*s ohes ' developer is 
Proposing to use.their experience, i the extent to which the 


Geveloper remains flexible. g" 
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ee soa. 
Then, on page 26, "the RAGEESS rental rates suggested 


by each developer is set nih and you will notice the two 






columns ,' ane Costa and "Rental Rates. Terme es CLL ae a 


$e, ued $i, § ue 
for Ellis- es oe $30; Fas niwatia Ra re rae 







5k Canada Square 
eg a a $30 GAEL Cid Su, if me 
On page rth ‘Additional Cos ts, ' esa Be the bottom of 





that page, "dncorporating these cost considerations the effect 
= 2 

, (S3) 

f net rental rates 1ydro would be as follows for the four 

developers", And then their figures are set out as indicated. 


il | if 
Then, on page 28, Qualitative Agsessment, bottom of 





|e 


experience of each of the é eyeri— developers y and 
| the Peedb” ack received from clients of some of the devel 


opers, 

it would be our considered opinion that Canada Square would best 

| meet the requirements specified. The other developers appear 

to be handicapped in meeting these objectives as follows: 

Ellis—Don/Sifton Properties .., inexperiencedyin undertaking a project 

of this size from a financial and management viewpoint; no prior 
experience in lease-purchase; subject to higher underwriting and 

professional fees & due to type of cas proposed; Setafirm 

| primarily a general contracting earmjey’ would require to 

form a partnership with Sifton to assume Janne for 


peration and maintenance 


"Y and @R-— limited prior experience in lease-purchase; 
 Mmitea experience in projects of this size; dces make use of 
internal management and maintenance staff. 

"Horizon.=. financial cost is high, but very secure } 

No prior experience in lease-purchase; would make use of a4 
—-“Selec#ited general contractor to manage the construction and 
Tetain external architects for design.” I mist might say this 

Was considered a negative element. “Internal personnel used 


‘4 management gg operation of building. Griteria-fer-seleetion 
: A 
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(ltr. Shibie 
"Criteria for Selection. The basis on which the four 


wepesta proposals have been received and presented does not 


readily lend itself to selection of any one developer as the 


most economic. The background material ana information available 


\ 
from some deve#flopers ( Canada Square } is well presented and 


locumented; while others would appear to have prepared their 


proposalson a strictly hypothetical a. building, without due 


consideration of our unique requirements. This may be due to 


misunderstandings as to their terms of reference and objectives.” 


This relates of course to evidednce that you have already 


\) 


(Tape H-137 foilows) 
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Chairman: Mr. MacBeth 


SRSA a ag Ge meee 


(Mr. Shibley) 





thr states;—of-course;—to—theevidence that you tave 
a heard as to some of them being told that they 
should not - or I think it was Ellis-Don that said they 
were told not to submit amore specific type proposal as 
compared with the material submitted by Canada Square. 


Mr. Deans: Is it fair to say that that's quite 





an incredible statement in the light of ke some of the things 
that went before? 
Mr. Shibley: It is not for me to comment. “Tr 


tee 





orctasi 


is only for me to present to you. 


Mr. Deans: amet An reading ahead, I found 


od 





























that to be an unusual statement to ie considering some of 
the evidence that we had presented tous earlier about the 
discouraging of the developers when proceeding beyo nd the 
preliminary stage. 


Mr. Gathercole: They were asked to submit certain 








proposals which were to be examined and they were not, as I 
Judged, asked to go into a preat deal of detail or go to a 
Sreat deal of expense.» 


Mr. Deans: You even discouraged from meeting with 


fe OR EN cent er ML 


other people in the organization because it was felt that Lt 


wasn't worth-while? 
Mr. Gathercole: I don't think that was sc 5 e 


> SENET erence acre Ser SD ECT ma ee 4 em 


‘ 
Various stagesof this; it wasn't true wen in the succeeding 
4 


“weeks and months. 
' Mr. Chairman: You might hold the comments, M_r. 


cao 


‘Shibley would like to finish this exhibit. I know there is 


another committee meeting at six o'clock so we will proceed 


4 


with Mr. Shibley. 


e Mr. Shibley: Then to continue on page 3, members 
3 
‘(Of the committee, I think is a very important ------ 
ee 
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Mr. Genest: Excuse me, page 30, 
Se et ee a 


Mr. Shibley: Page 30. Very important contents Me 





goes on;- 
"# measure of the quality of the building 
relative to the rental rate could be used as a Simplistic 
criterion of preference. Usi “Tig cost per square foot as 


a measure of quality of the building, we could expect toes The. 


se Sate all as 
oc mee ane of the proposals would be as follows: he 





and you notice what is done is there is proposed capital cost w 
these were the figures advanced by the builders as their 
expected costs of building this building, and on that basis 
what would be the rentai. Then there is a pre.rating effected 
by Mr. Candy, or Mr. Mink, both of whom are responsible for 
this report, and the equivalent cost at $34 per square foot is 
set out, Ihe effect, of course, being that when you take 
Ellis-Don and convert the bulding into a $34 per square foot 
building, they translate his rental rate t09538 jand similarly 
with YolleS¢Rotenberg, that is converted to#5o4 CV dnada Square 
would remain at tthg2 » and Horizon Developmentg at ts>. So that 
Whereas oh ~ if you look back on iteywell you can make Boe 

own comparison as to the effects of that pro.rating ae that 


is undoubtedly going to be the subject of further sien einai ne 





and evidence. 
"Considering the marginal economic diferentes in their 


Proposals the selection may have to be based more on the 





Qualitative factors associated with the lease.ourchase arrangement. 
We suggest that considerable weight should be given in the 
Selection process to the following: 


eB Ae By ce Ps 
(a) the Canam. of the developer to incorporate lLong- 





term needs; 


(b) the prospect that a negotiated partnership could be 














€stablished that would be of mutual benefit; 


(c) the prospect that a good workigg relationship can be 
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H= I37 = 3 
(Mr. Shibley) 


maintained between the parties during the life of the 


contract". 


These are very subjective factors, ‘Shservations, 


sed on past studies carried out by Integrated financial 
dial! 


22 we make the following observations: 


us method for 





publie tendering; 


(b) White it can be almost assured that internal debt 


financing wh would result in a lower rate, 





Egicavantace may 
be offset by a lease=«purchase arrangement through shared 

’ 

tax deferrals, ” 


wot 


Now that is an important Statement , taba I /suggest a 


And then he goes on with other considerations, 


Tape H - 138 follows 
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On pare 33 he lists additional considerations as well, incifud Ea 

. 84 CkE eo 

amone which is number ooh ices be clear’ definitions on the basis 
f 


whereby rental rates would fluctuate due to chanres in foreign 
: a) < 

exchanre,” And appenai £%o that report ase the support material 

that he relied unon in the conclusions indicated. 


Now, Mr, Chairman, that's as far as I wish to go 





Pespectine the documentary evidence. I it's 6 o'clock 
ind perhans it's anpronriate to sugrest to the committee that 
they may wish to study that document and reserve their questioning 
: erhaps 
for tomorrow. | you might indicate the time of sitting 
bomorrow, as you have indicated it to me. 
Mr. Chairman: Now I understand that the House is not 
arcane “Sa? eae 
meetinre tomorrow and that we are free to meet here, as we discussed 
er iier, at 2 o'clock and proceed to 5 o'clock, I think was what 
agreed to, and then — now I am petting confused, what else 
did we decide’. ha we talk about sittine in the mornin? 


Mr. Shiblev: Sittine in the morninr., 








Mr. Chairman: Yes, sitting in the morning. from 10 
POS PE TTTD INE ALINE FUR CRETE 


Until 12 o'clock, and then 2 otclock until 6 o'clock or 5 o'clock , 


1 forret what we arreed to. Does anybody remember? 


Vr, Walker: ~ Five 


AMEE SMA SE BEL 





Mr, Renwick: Five, 


wwaeoa TUM OE ERAT, 


Mr. Chairman: 5 o'clock was it? 10 until 12 otelock 


— ERT TAR 9 








mpd 2 until 5 otclock., So we are adjourned until tomorrow 


Weezy rornine at 10 o'clock. 


a 
ae The cormittee adjourned at eOl o'’elock, n.m. 
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Chairman: Mr. MacBetnh MF. 


- 139-1 


The committee met at 10.10 o'clock in the 
members' board room. 


Mr, Chairman: Ladies and rentlemen, we have a 


me orn 








guorum. I would ask Mr. Gatheresle to come forward and 
arain| remind him that he is already sworn ed. ask Mr, 

Shibley to proceed. 

My la&t exhibit was 67 and I think that is what we 
were talking, about when we adjourned. 

Mr. Shibiey: Mr. Gathercole, dealing with the last 
exhibit, which I asked to be put in front of you, on page 30 
Bf that exhibit, you will notice that toward the bottom of 
Phat page is a schedule which prorates the rental on the basis 
ma $34 per square foot cost of constructing the building. 
[Is that correct? 

Mr. Gathercole: Yes. 


Mr. Shibley: And in that respect I would like your 
Benents as to the validity of that mode ef treatment of the 
submissions by each of the four developers. 

Mr. Gathercole: My, Chairman, and gentlemen, I think 
phe first thing that has to be recopnized is whether you 
Pscalate it up to $34 or whether you de-escalate 1t down to 


$22 or $26, the results come out the same, 





Our chief architect examined very carefully ints a 
fumber of contemporary building costs and came up with the 


eOnciusion, which we thought was fully justified, that a 











buliding of good quality which would be completed, not ab atea 
mo in 1975, would cost $34 a square foot, ob thereabouts. 
Now I believe Mr. Candy took the estimated ecostsof the old 
Puliding, that is to say the building which was predicated upon 
the former plans, and escalated those forward, saa. I know there 
gere some estimates of the cost of that building that would 


eens have been erected from those plans, the estimates being 


P28 ,000,000, which were subsequently in the succeeding year 
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(Mr. Gathercole) 





scaled up to $33,000,000; primarily, though not exclusively, 
because of the escalation of cost, 

From my own point of view - and I didn't g0 into 
making an analysis of these detaiied fitures — fT had heard 
figures which were quoted to me, of the cost of some buiidings 
which were being erected by other authorities, or other 
enterprises. For instance, ty understanding was that the 
Mowat and Hearst blocks were erected at a cost of something in 


the order of $46 per square foot, gaa I thought if this is so, 


























and I think it did ultimatelyw emerge in the area of $40 per 
Square foot, then a building in the order of $34 4 square foot 
for Ontario Hydro, if it could achieve a quality @@ building, 
would be justified. 

Similarly, I had had firures quoted to me that the 
Commerce Court was running over $ho a square foot. Now I 
‘recognize that is a different type of structure and that 
‘comparisons of thas kind can be very invidious and not too 
reliabie, but I did have figures of this kidd which had been 
advanced to me. I have sinee that time verified that the firzure 
of the Commerce Court - and this was piven to me in confidence - 
Will run well over $40 a square foot. 

Mr. Renwick: That's a luxury building though, Mr. 
Chairman. 


_Mr._Gathdreele+But_I_am_just———----- 
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ST Mee RRR SE ARE ROT TN Nr 


A 
the mechanics qbout 12, Ghee £ would say that the quality of it; 





although not necessarily the desi en or it, was one that would be 
appropriate for Hydro, But I think in the assessment of the building 
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Mr. Shibley: Is that correct? 
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Mr. Gathercole: Yes, that's Pion e : 





Mr. Shiblev : And each of them costed their maintenance 





as part of their proposal to you? 
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taerefore be a consideration in the thinkinr of any of these 
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as to keep the cost of maintenance down? 
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s like buying an automobile; if you buy an enduring 
| automobile that is trouble-free over time, then your expenditures 
are poinre to be less over that loner period of time, narticularly 


}out in the years ahead 





a 
yess ohibley : “Wr, Gathercole, I was directine your 
et lp +. 4 or SEA ine tiny orm 


[abtention) to" the approach of the develoners towards the quality 
of the building. What I really was askine yOu is this, wouio not 
| the develoner, whoever it was to be, be anxious to eonstruct a 


Melding of high quality, knowine jg that he had responsibility 





(Of maintaining that buitldinre would ro un or 





WwWality of the buildinre went down or un? 


| My , Cathe reo le : Mr. Shibley 


, on all these matters there 








18 a compromise, as I visualize it; and I don't happen to be an 


9 


: 4 aca 
exert in carrying out developers plans for buildines. But in 
at 

(an 


abe) 


~y paces = " a 
everythine. you arrive at some sort of a compromise Ea how much 





‘YOU are roinre to Lay out, how much canital you are goine to 


Invent in the buildine initially, and what you are roinr to require 
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Be i2.3 

r. Gathercole) 

Bar on to provide and snend for maintenance. tg Gome peovle 
ect structures which cost $197 1 ean, Wwe are no “doubt buliding 
ures which cost %19 a square foot, but Bf they are ga 
fecial kind of a structure, sas, Qn the other hand, you may want 
build sorethinre that is much more durable, and that is poing 

. cost you more. 

“ry, Shibley: Just returninp to the schedule on the 


tht bit at pare 30..... 


Tape 1-143 follows 
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Pelee 1 cciay 30 1073 


Te eh. — Oe 35 a.m. 


Mens 
ir. Shible yy) \ \ 

_--Tthere is a_schedule-onExbibit—tha\1ast exhibiy at 
Page 30. I note also that Ellis-Don put ina figure 
predicated on $30 per square foot whereas the proposals 
in the first instance indicated that they were expecting to 
geiid this building for $26 or @28 per square foot. Is 
that not correct? 

Mr, Gathercole: They had suggested those rigures, 


yes. 





Mr. Shibley: Yes, and in fact some of -—., 

Mp. Gathercole: I think they said $26, $29 or 
thereabouts, that range. 

Mr, Shibley: Be aomaccer of fact 2 

Mr, Gathereole: On the other ahand, I may Say, 
Mr. Shibley,that the meeting that I had with Mr. Don Smith 
of E11is-Don, which as I recall was on July 13th ef 1972, 
The had mentioned to me feta and this is my recollect lonodgt ot 
the building that he was erecting for I guess it was National 
Life or Continental Life - National Life at that time, 
and which he declared to be and I acknowledge this, an 
expensive building but ny recollection is he said it was over 
$30 a square foot. 


Mrs onibley: Well i take you back to Exhibit 57. 
é 





| Perhaps the clerk could give you that exhibit and you will 
Note in that exhibit it says - I'm sorry, he advanced the 


Ye foot and then he 





figures of $28 and $30 per aquare 


tg ; 
| Says in the second paragraph ‘fhere eould be some doubt in 





your mind that you could be told you were petting a $28 per 








Square foot building and in reality you might be getting a 


a% 
building that oniy costs $26 per square foot ang. hie goes on 


ag 
and talks about sharing any saving ama cost of construction. 
s 














What occurs to me when I read that letter is that in Mr. 
Smiths! mirid he seems to be thinking in terms of a cost of 


| ¢ 
$28 or even $30 per square foot as on the high side, for 
. 
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| (itr, Shibiey) 
constructing the building, Would you agree with that? 
That that is at least his thine thinking! 


Mr. Gathereole: Yes The range of costs that he 


SORES Bis, 





has presented is very favourable to his proposal but whether 


they would have worked out that way is another matter. 


' Me. Shibley: All right. Mr. Gathercole, in any 


event, this method of prorating these figures was employed 


and incorporated in the ultimate submission that went to 





the members of the commission, in June when 


they were deliberating upon it. Is that correct? 


Mr. Gatherecle: Yes. 


Mr . Shibley: And that was done with your sanction? 


A RT a a so sn pos 


fir. Gatherecole: Yes it was. 


ISSN See React ser hata es endear iene 


Mr Shibley: So that when we come ta deal with 


the submission that was actually tabled with the commission , 


the same approach respecting prorating was taken on that 
Occasion and the commission was acting on that type Arormation? 


Mx Gathercole: Yes on the understanding that the 


A A A On Nr f 


fost for a quality bullding ._. 


Mr. shibley: Yes? 


SE INE ADT MO A eee oe 


Mr. Gathercole: + to be started in 1972 and completed 


8 SF YON eg prs Cras een ene sane 


in 1975, during a period of inflation, rapid inflation, 


AER IN/ALK/ ULL INGAAS would in all Ler ihncod require $34 a 


a 


square foot 


Beg shibley: Yes, Now then the next document I 
RAR 8 Fae PO er fi y 
, 


f 


WOuld Like to produce to you is a dsoeument dated April llth, 
L972 on the letterhead of Ellis-—-Don to Mr. Candy. 

; 
Mr. Chairman: That will be Exhibit 68. 


| —Mx._Shibley: And th sic St_of this letter is 
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| (Mr . Shibley 8, 








Wd the pist of this letter is found in the following phrases: 


I had a meeting with Wood Gundy this morning and it would 
VOLES / 


' ——— ‘ on 
appear that the interest /nave mone up five-eichths of one 


s 
| per cent since our meeting in January.” 


And then the next sentence: "Ellis-Don are going to 
get intc the development business and we would be prepared to 
develop and manage this property." 

And then finally in the last paragraph: "@I have 

not calculated the cost per square foot on these new interest 
eaves, but.f will put them into a letter to you this afternoon 
and forward it to you.” 

Now, Mr. Gathercole, dealing with that letter, I don't 
mow whether your copy of it has a handwritten notation at the 
ery end: "19 cents per square foot”. Do you see that? ie it 
Bie on the second Sagy . 

Mr. Gathercofe: I have it here. Yes, it is on the 
| second copy, "19 cents per square foot". 


Sa UA 


a ; 4 yo : & fee 
Mr. Shibley: If think if we just make the second CBALES 


me only exhibit, Exhibit G8, with that notation on it, to avoid 


Mguplicating the material. Do 


ct 


ake it that that was a caiculation 
fade of the increased rental that Ellis-Don would stipulate for, by 
Cason of the increased wa interest rate 


My.,Gathercole: This is my understanding, but F can't 





erify the calculation. 


Mr. Shibley: So that as at April 1972, which would he 


2 
erent me to aah i 


date prece@dins your Commission meetings to decide upon these 


Mestions, there was this variation in the Eliis-—Don proposal, 


=: 


\ tae Sy , = 
mS me ke eminating Prom the change of interest rate: 


te me on ee ey ten ee 





| Mr. Gathercole: Yes, 
Mr. Shibley: Did you reseive any similar representations 


especting change of interest rate from any one of the cther three 


evelopers? 
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| eit. r. Gathercole: I don't recall having received anything. 
Mr. Shibley: I notice also from the letter that it 
seems to confirm that Ellis-—Den were only then vetting into the 


evelopment business; and you've made comment on that in the 






The next document I want to produce to you is 4 


scument dated Aprii 13, 1972, being a memo from Mink to Nastich. 
Utascdoarmane ~bxbipit 69, 


rene 


ir. Shibley: This document reads: 
“attached please find the additional information 
requested during the meeting of April di, ey de had 
Now, Mr. Gathercole, do you know what meeting is 


Wmeterenced in that paragraph? fomight tell you, I have no 


hinute or any other record cf such a meSoting, And If you do 






| not know @f it, I would ask through you,to have your pesple Bamonriy, 


Me. Genest: Mr. Snhibley, I have information on that. 


ene ere ee ar ern ar 





I'm told there was a meeting of a smail financial group. There 


|Was not a Commission meeting. 





Me. Shibley: Ali right. Thank you. Then it goes on: 


te am Pe . y * ; = 
1 have also added a brief breakdown of wha 


ct 

ct 

By 
% 


apparent variance is between costs and respestive rental 

pates for each developer. it is likely that the conpousite 

financing, cost to Canada Square will be nearer to 8% than 

the originally quoted rate of 7%. They have indicated 

that there would be no adjustment to their quoted rental 

rate ($4.92) if their financing cost would increase.” 

Now, was that a position that was preserved throughout 

whe nerotiations leading to the agreement with ‘cama Wanada Square? 
Mx. Gathercole: Yes, that is so. 


1 ta a a ee 


] MUeroiloley? so tLnat, tooput it in other terms. the 


arty to the agreement as between Hydro and Canada Square, which 


48 at risk respecting increase in interest rates ~ is Candda Square 


ww 























Not Hydro? 
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Mr. Gathercole: That is correct. 

Mr. Shibley: Your rate of rental is to be no more 
|than the $4.92 per square foot? XRBES PERLE URXEL KMeWXREeRXkhe 
eukex 

Mr. Gatherccie: Irrespective of how high the rate 


’ interest foes. 





Mr. Shibley: I understand, on the cther hand, that wid 
the remote prospect that interest rates were to drop, materially , 
rovision was made for Hydro to share in the benefit of such a 

drop in interest rate. 


MT ethercole > Tret—is—trucesif the interest..... 


eae “ 


Tane H 145 follows 
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Woudt Bare in thenbenetitof such a cost intnterest—rates. 
Mr. Gathercole: That is truésqthe interest at which 
they borrowed the money was less than eight per cent or 


eight and a third per cent in Seem. otfe./ — 


MP Shibley: Yes. 


ee ett crm tn a 





q Mr. Gathercole: , then we would have the benefit 


rr ee rennet een tna ua ee 


translated into a lower rental payment. 


Mr. Shibley: Yes, we will get into the particulars 


eS 





of that with your financial people. But I thought the 


committee should have that foreknowledge of that arrangement @ 


: 3 A 5 all s 
fat this time. @eyg‘es an appendix to that exhibit of April 
43, there is a document styled, "Public Tendering vs Single 


oe “ 
Developer", bdo you see that: 


Mr. GAthercole: Yes I do. 


oe ee re rr EE ee TM ee ca eR Im a 


Mr. Shibley: Would you explain to the committee what 


ANT ar reo a re LR TRENT 


27 


thats intended to outline: 


oa Mr. Gather 201e : Well it does setout some of the 
a / 


j 


irferentials xnvakaxeo involved between foing the public 
the 







tendering route of7Single developer route. dang 
it Z Hod a, Met aah aS Ae OH ; sulted th 

for instance /wWe | public benders  auaghes ah sean ieee as 

, Ae ) ? \ 

elehth. month delay “ts sugpeested here. My a judgement aye js Had ce 


JOR 
Would baw. 


probably as “een rere a Knowing how much lonrer sometimes 
vs 


te 


these developments take compared with 





Made earlier, ag@oso this is one of the advantaces of 


proceeding under the course that we did. The next item 


Says "Assumed building cost by the developer is ou miilion 
) 


.. - 
‘Bf $33.34 per square foot". Now this dates ba ok i April, Dove. 





















> eT is 


ra ae = ; 
dt kei at iaieaie ah eaat ound ef sot ene be 


1a dnes pe rms nBit eget aw pasipe§ 
yrs <a ol nop req: be 


rena’ SsHad oven bluow ow creed 4 aLoonsriand, 
~atentsd Lnziet towol & cant | osalar 


: es 
scL08?) 99g) SA OFM Pun Lliw ow , ast svaldida any - 


ad. teamed Pte .siqos [shonsakt casey wale 


ss nach ahte th (‘ong 6 oAte WOR SIO & bei tae | avad Ofvorta $9 Ae, 


_ 
= 


we 

Lladh 10: 4idraee Sad9 of afineqqr ap a4) seme somnnd pid 
ey 
Aen, eg Ruy ah n?] ci jolyde Taenueod og el. eten? 


7 r ; 
Jaifs e978 YoY ot , seqoLle 





\.ob | #aY efoodJAD , a4 i 

fr gosJ fnago ned ; mth voy bivewW yoldtd ae «. a 
Youttaue od bebasdat alt 

iF i Oe TuOR esob Jt Lie rwkaogensed 5aM 
‘iy “10S SRL OF) ens ber Lover a elsxisnetws 


a Le sgeuy Gonnleavek »taner ni 3 Vik niLlyet 
; - _ palit, Warn) 

i 7 neriniiaeieeminannal ares Siew fatto say sonnank » 

& ron Vilty | cto beenaha " Xaten ninom ie 


wGie yh paws 


“mn Pe adnan: ere Ren i | +f wr@eu gh 7 orien 


ay Aer Eb gee tt eM fsa weed ecvnonqoleveb. $6 
1d sturSnetire Sle Io van at ate ue bas, , 729i lane 3 

iett xen ort » aw iult ares ad’ toby gotbeer 
nopitin Om, en agueieved: oJ ! tyorw-petbl tud bemueeh" Be 


| Pisqh ge ane ester eis. won “WoO gapdpe aq AEER 
: 





hes 
— 


~ EHO ~ 3 May 30/773 
102 40-104 


5 am 
rue 


Me. shibley: in part. that increased cost resulted 


Perenerr neers erate eerie et IR 






st 


[rom geographic scatter in the last year of the period of 


construction, which is when the period of delay would have 


4 


mos effect... Correct? 


Nas 


Mr. Gatherecole: tes that's true, 


ee 





TREO Fem cer “ORY an: aT 


Mr, Shibley: And the building cost escalation 





gould add $1.5 million. Is that correct? 


Mr. Gathercole: That's right. 


“4 ay Daren ae 


Mr. Shibley: Then the third {s higher space 
osts by $1 per square foot for tha eight-month month 

a 

feriod, all “Ks outiined. And gt this amount, distributed 


Wer theperidd of the lease which was in contemplation, 
wy) 4 


one 


cents per square foot per 





Mr. Gathercole: That is very true. 


0 ANT RO CO ITD IEEE SEEM ET T 
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Min vonibiley; So that is the analysis. I want 


pore memes wren NNN 
sat eerncrents aes 


the committee to understand what were the considerations 


maecision to go the lease.purchase route asebposed .to-—- 
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ining a complete new set of... aS 


m™2i46 to follow ‘ 


mpinging, upon the minds of the people within Hydro respecting 
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(Mr, Shibley) ae ek ns 


ae Yt 
SY 


| Ease niet ao Palate Od otal tee aS opposed to doing a complete 


at 


mew set, of plans and building Your own building #88 FRam tnie 
ae LO are. from this 


document | pather this was one clrcumstance which was weighing 


wD 


AP 7 = of See Se rs fe are pn te eb 
upon your peorie. Sowa, Correct 7 
Kf. Ge , ree 2 Le ‘ a & 
Mr. Gathereoie: That is very true. 
1 es SAH oar o Poy = is 
Mr YG Wott Cl okie ye oa 1% Coes kx on and 


Me the latter part of the memo’ 





Gather also of course it would 
substantial effort on the part of Hydro staff particulary 


the architectural division if you went the developer route. 


b 
. 


ia) 


ny a ray * b 3 Fy , 
“Pr. Gathercole: bhat is true and Mr hibley , 


Mr. Chairman and pentiemen, if you have an open tendering 
system on this and you want a very complex package of housing 


“ ‘ a Ady a 


P@mer 2 lone pericad of time. Vou pet proposals “aa bids from a 


wide variety of wamxe contractors or developers. 


a4 
= 
a 
O 
Qs 
=) 


| We define what the group shali be and we do this On the 
other hand, even within what you might call a pre-qualified 


Group of bidders, there may be some who will come invin order 


| wesebtain the contract (who! will bid Tow and then yeu find that 


Maybe on assessment that isn't the exact nackage that you wish 


| to have. 





iT: ay * ¥ 2 a 
Ie Shibley: Yes 
Sir See the ”” 
; Pd = 
ae 3 a a ? mA Ak ee 
me. Gathereoie: This is «aw reaily difficult 
Sar sha On ane ? 
ee I a ed 
3 ¢ ty . } ps aT ae mw ” “4 on rie Seal r. ayn tae ry t= & g2 tr 5 ge 
question. inere 15 no ~uarantee canopies: CGAL We even if 


We select contractors and you cet bids from them that you are 
GOine to ultimately arrive at one who bid the Lowest price. 
Mz, Shibley: Yes; I notice that on that same page 


‘Ne last paragraph,"It -Aas been indicated to us by one of the 
ro 








developers that the current prorit marpin cf peneral contractors 


a | : _ 
1s three per cent of the contract price. Based on this, we 





as 


could anticipate a maximum variance of $1 miilion between tendered 


+o 7 


Submissions am@xkk@ on a public tendering approach, Now, I 
father what he is saving is that on a building cf this dimension, 


the profit marrein to which a builder would be working would be 


be 


$5 < ; ea Rnb oe path Wa tier 
$1 mill-eon ana that you could not hope for fluctuation in tender 


we 
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(Mr. Shibley) 
iprace of more than $1 million. 


\ We ae LT a © s } , 7 3 , ; 
Mr, Gathereole: Tac 1s 8 pea) possibility 


wr ee 


Ht 4 ¥ . i ae ee Ai F : : 
Mr shiv +E Y_ vi you <now who was the one developer 


| that 1s mentioned in this pararraph? 

Mr. Gathe ercole: i haven't any notion. 

Mr. Shibley: All rirhkt.Now tien or: the final pare 
‘there is a bet breakdown of the lease.purchase proposals 


submitted by the four developers. I am going to leave that 
for the moment. ftvas JUSt part of a docu 
Preeurns in later documentation as well, 


ee bie ete me € eer y ee Bark She de aes y 
Mie, Deans lay Ll ask a question? Le U8 CA 


ee 


TWant to be clear I understand. When you we 


Fy 


‘e discussine 


imaintenanece just a moment aro and the question was asked whether 
ime a 


aigher quality building the cost cf maintenance would be 





lower Simply because it is easter to 


Seem to be the case under column three in this cost breakdown 
| ce 5 
| tree—lease.purchase proposaiswhere in what appears to be ms 





@m@eeast the higher cost building-whether it its the higher 


WGmeecy building,.the cost of maintenance is hisher. 





Beereaclor submits $1.23 per square Poct for maintenance that he 


is roing to be able to do it ror that 





Mr, Deans: Werte a é the 
CO ee a te One, Aenea he 
Simeone submits $1.45 can do it for that either 
a] hase Sy area ey Fea) Were? aa Rois & y Pe ie We ae ee ae ae ; 
io, Gavhercole : Yes, but I would say that he had 
aN a ~ 3 uy a a a ins + : + ‘ 

feeeeeoom in order to do an efficient jab on t 
AT, ‘ia a ars .. eee Gites Cat ene 4 rue Ty] 
Mr, Deans: [ft just doesn’t seem to Yellow through, 


Mr, Gathereoie: Well, it doesn't follow through on 





those statistics and I agree with you on that wut 1. feel myself 
Pesce 
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/ 
when Mr. Witbeck who is a specialist in this es wink 1k some of 


|the problems that are involved in maintaining buildings and “th 


The ie He 
| housekeeping and/fexpenses that > aga he"Has an 
| Vv then 


Spportunity of piving the evidence, as I hope he wiil, kke I 
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10.45 to 10.50 am 
DT 
ir, Gathercole) 


hink we can clarify them with you, These are matters that. 
brought to my attention and I hear prrievans 


ces about them, qv fv 
mp laints or & wide Variety but Bi 


i think he is the one who 
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outline and explain some of the difficulties in fs [Hs 


maintenance but on the statistics, we'il #¥just say it is 


gvRHeY quite correct. 


Mr. Deans: I'11 ask him, don't worry. 


Mr. Shibley: And in that connection, Mr. Gathercole, 


IT agree that Mr Witbeck is better suited to answer the 


Ke — 


question, but perhaps #f better comparison is a comparison 


between $1.45 submitted by Canada Square and $1.35 Ysubmitted 


by Yolies and Rotenberr, the latter having been acknowledged 





by you to be highly qualified in the Adth¥ddtedsf/maintenance of 
Ts !hoatr correet ?_) 

buildings of this dimension, [and that ten cents differential 
between those two developers would be a meaningful difference? 

Mr. Gathercole: It is obviously something you can't 
neglect or ignore. You have got to take it into consideration 
in the overall packare. 

My. shibley: Yes, well we will take that up 

;, haw, er ¢ people 
with your financial bee’ Mr, Witbeck later on. 
Ellis-@Don's figure of $1.23 would have to be assessed aprainst 


a backrround of no éx#47' experience in the management of te 


oe ie 
buildings fs (kod Carrects 
AR 
Mr, Gathercole: That's xz Hee ; 
aga thas he nse tesla 


Mr. Deans: Mr, Chairman, I @#éddididn't want to leave 





the impression that [f was comparing it with $1.23. I was 
simply #4é4dsayine that the higher quality buildiney at 
least the higher cost buildines seem\to have the hirher 
maintenance, which ran counter to what was suggested 
earlier. 


ws 


Zo 
Mr. Gathereole: Mr. Deans, that would dene ee 





if iN 
Mr, Deans: Oh, we are going to get to that later. 
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ae? I agreed last week to save that for later. I didn't 
DOATO 5 
want peice nig ees 


_Mr. Gathercoie: Mr. Chairman, a number of questions 


| have Ae about Yolles and Rotenberr and the quality of 
aed 
the other. -[t the pdumrucatecompetence of other contractor 


i 2 ‘4 7 ko 
Meet me just explain. I am not really conversant, LC am not 


ore 
knowledreable in the business of who bea the best £¢s¥u7/ 


| Ss mee 
cause I have had people who have made comments 
or 


Aekeedob servations to me about developers and they 
tmokK 
have indicated x “Fllis-—Don, for instance, is a very pood 












































contractor/ - IY don't think there is any question about 
that. Yolies and Rotenberg are a very rood development 
orpanization and have done some very fine buiidines. ge, 


Olympia and York, althourh they provided tag accommodation 
| \ Qed AS 
which we occupied at one time y which BAB EATEN never- 


theless Saeay have done some food buildings, including 


| ouildingr . 
| the Toronto Star, gut I also find from people who, i 
& : 


think, have pood judgement in this area Mathat CanadaXSouare 

has stood amony the two or three best deveispers in the 

province, Now, this is one of the bases on which we made 

a decision, We have been talking about the quality of these 
xk gens j 1A, WAG DOK. ¢ of 2 

others and “fie We sSesem to-we, you know, that maybe Canada 

Square was rirht down at the bottom of the heap, and they 

are just a small orpanization, or that they can't fet tne 

work done, But that wasn't ourddédddwidassessment of it, no. 

| Mr. #&bdeyShibiey: Well, Mr. ¥Cathercole, just to 

make the record ORS Ohta 2 that respect, do I take 

from your last statement that what Evdro had here were 

four developers, each of whom had @xyxexpertise, each of 


whom had a pood reputation in the area of develoning and 


— building buildiness three of whom had pood reputations and 
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(Mr. Shibiey) 

History of experience in the@#maintenace of buildings.So that 
with respect to their peneral qualifications, three out of 

the four, reerey in any event, were more or less even, Is 
that correct? 


Mr, Gatnereoie: In the development field and one 


ame 





te 





was seekine to ret into the development fieid. 


aa 


Mr. Shibiey: Yes, So that whatever might be the 
casesotherwise, you were then left to decide on a selection 
which was based upon the financial arrangement and the 
economic terms of the lease-epurchase arreement proposed by 


those developers. Ys that correct? 
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i would say dadudibiam 


oA mo pow vile po 
cons {deration wax the relationship in the OISE building 
Sahih A 4 e Ras ae 
that the people Bam@ had with the company,]/the general 


design and style jot that type of building I think those 


were important considerations. ft wasn't wm exclusively 
economic and financia = although I do agree with you that 


Yolles and Rotenberg a the others had done some very 


good work. 








My, Shibley: Thats the point I want to get down 
Seneermsntntin mean ae Te ued eh JO 
,° tt 1eave 
to though, Mr. Gathercole . ies s Eilis-Don aside for 
e, eA 
the moment, because I think your people's explanation is 


that they did not have management experience and had dropped 
their partner who had management experience. But taking 


the other three, déaeypmstepiteigg) am ineluding 





Canada Square as having ail the qualities you've mentioned, 
and I am ta@king Yolles and Rotenbmerg and Horlgon as 


having equivalent qualifaications , is realiy left 
1 J 





mxm necessarily are the financial and economic terme. 


: ) die ; 
Mr, Gathercole: Mr. Shibiey, 1 don,t think that 


wees 


rs SO ere tr nner EE 


‘ee 
nna TOr instance one 
tr be ay 
eee seemed to We ehat fanada Square took on | ae 





is oo) exclusively 


y and ijiarge one projec 





ev cS 4 
at a time, this seemed to be advantagesus to our technical 


people who advanced this to us amd 2 think some consideration 
and weight had to be attached to it. There are other 
aspects of it, the accommodation that they had provided, aut the 
; ; Dud 
flexibility in the OISE structure,, the willingness to make 
i\ 
adjustments in the course of the occupancy. These were 
things that I think had an a effect on the people who were 


considering this .-fhe ability to get the structure under 


way and completed. The finances were certacniy an important 


consideration but they weren't the exclusive considerationg 
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Gathercole) 


was the point i was making. 


They are all good developers or con 
rate them? 
MR. ibieys That's what 
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Gathercole, %& 


Mr. Gathercole: it ha® to 
soxsmney Ry NY me OKA VN STN SER VASES IIE 


de, the same 


Mr. Shibley: 


Ee 


created a good image of Atselt, ar 
# 


itself, by the mode ot dealing 


Horizon appears to 


buildings constructed and managed by 


bereoie: Aa 
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That is on the original. 


“Inal, thank you. 


typewritten on 


G a fae ae 
\ & ye¢ 
5 ac qd. VA AAM Ae al 


TEES diel ied o 
Mies on page 2 x. 





Newman. 


+: 


difficulties that 


putting original documents 


Mr, Shibley: I am told by Mr. Bell that the Teason my 
pecOpy Was used in this case only was that it wes the only 
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the original documents and if there is any question on xthat... 
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Mr. Chairman: Well now, you 


Speeenas cements eset Mee Near me ence rrret 
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went to the Commission, and I will preducse to you a memoranduns 
‘dated June 20, 1972 to make the next exhibit. 
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"Chis looks to me to be in pretty good shape. We are hoping to 
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you ama@agx agree with its contents we will review 


with the chairman prior to finai preparation,' 


Ags=thee I now find I should submit the draft that was attached to 
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New this is a draft dated June 19, 1972 of the 


|Submission to be made to the members of the Hydro Commission. Is 
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Me. Genest: Durand. 
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Mr. Shibley: Durand, he is the nublie relations man, 


SERS A oe ASN ERY EO REL 


Mp. Cathercote: hr, Durand..yes. he ts the director, 


0 a eRe Rr ene Rae ELIE EE EERSTE OOO 


mr, onibleve, To Mr. Sissons he has also been asked 


Son cae 2 





ey 


fo review the submission to the commission: 


Mer. CGathercole: Yes, 


cn wn eat ESA RR IORS WINE ng A eR EP AED Cnty 





Mah ose ve: And he makes comments as follows: 


EE CTR 





ene 







i) notice on pare 9 where the decision to recommend a particular 

| deve loner is exninined, no reference is mace to the anticinated 
Meee return per doliar snent by Ontario !Ivdro. 

| a iS there any commarison of existing annual cost for head office 
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Mr. Shibley: "nO Lat in the formuletion of the submissicen 
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to the cormission., araln, fem there were nubiiec relations 
Pensiderations also taken into arcount. 

ite Mathercole: Very definitely, ves, Particularly as 
Menad been debated in the Veuse. in the Lerpisilature, from time 
Tetime, and peonie said, “Well you know, you shouldn't be locating 
it downtown, You shovid be locatines it somewhere else." Nobody 
Gua, you know, where you should locate it, but it just shouldn't 


Meron this site. 


he, onaeley - Yes, 





Mr, Cathercote: And so it was from that noint of view 





Rethat we were quite sensitive to some overtones arising from it. 


he, ontbley : ine, Veli now then we come to the 


RN ere merene ewer Gem 


@eporandum to, the cammission of June 23, 1°72 which I will make 


the next exhibit 
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Me, Chairman: Hot Bete rule, 
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Mr, Shibley: Now Mr, Gathercole, I take it this was the 
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Wemorandum whien was ultimately tahled with the commission we« 


rr, Cathercole- Yes it was 
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Mea cursory manner, 1t is an application, really, for apvrcval, 


py CO enter into an avrreement 





meereqnuest for approevai, for autho 


Men Canada Square to desifen, finance, construct, manare and 
Meitain a new head office administration biuilding.,. And then 
‘ 64 


Mmescets out that the arreerent would be a lease purchase for a 


Mein of 30 years. startine on the date of comnietion of the buildine 


Merine the term the commission had to nay a fixed monthiy rental 


Whe 


mee the space and at raturity acquire; the building for one dollar 
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Mr. Shibley) 
| puildines 5 Present financial investments the commission has in 
| other buildings at 60 Murray Street and 1l Orde Streets it's 
the centre of gravity for transportation. Then it rives some 
data on personnel. Head officexg staff as of December 31, 1971 


/ amounted to 41,866 personnel 4.4 





Tape H-154 follows 
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(Cr. Shibley 


balance of staff amounted to 11,500 dispersed throughout 






the province? Reece ine head office building completed in 






1938 and gives some history on that. Thenit ge0es on; 
be the present time the head office is housed in eight 
different locations, six of which are rented facilities 
consisting of a total of 480,000 square feet of net rentable 
area at an annual rental of approximately $3,600,000 as 
against approximately 330,000 square feet at 620 University 
| and at Orde Street gamweat owned by the Contec tents 
“The cost of this geographical scatter = &$750,000 
per year.” I should tell members of the committee that there 


break / 
were appendixes filed earlier that ke@ak out some of these 
ix 





figures. “Tt was decided in 1968 that a new head office 

building should be constructed to house all our facilities 

under one roof and the necessary drawings and documents were 
—Sfagey 

prepared, based on the first mage“OF a two-stage development. 

On completion of this at the ena ee 1969 due to high interest 

rates prevailing and the concern about adding inflationary 

| pressures to the overheated economy at that time, a decision 

was made to defer construction, ™ 

| 6% Aiso proposed to retain the existing five.storey 

building on Murray Street and the adjoining three-storey 

building on Orde Street. This is still our intention under 


the new proposals. 


Skipping to meagre paragraph three. “tn view of the 


continued expectation of heavy capital demands by Hydro for 






































Our capital @#construction programme over the next few years 
it was decided to pursue wigs possibility cf having this 
| building constructed on a lease.purchase arrangement.” 

Then carrying on 3 in order to achieve this 
arrangement five developers who had voluntarily indicated 


their interest in this project were invited to submit a 
/ 
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" proposa based on certain criteria as speci ifications: four 
ql Bw 

ef whom submitted preopogals s, ad Skipping over te Page 4 
at the top, propesais are based on a fixed cost per square 
Woot per year to the commission with scalation only to 
apply on the cost of operation and maintenance of the buiiding, 
the commission paying the taxes on the cuilding and property 
gnd the cost of electrical energy for lighting and office 


equipment. 


All other costs borne by the developer who would 


























i 
be responsible for the complete maintenance of the building 








and grounds. he operation of the air conditioning system, 
peintenance of elevators,etc, with the only exception being 
s | b & 4 

security guards provided by the cemmission 
I might just stop there,Mr Gathercole. I did not 


Tind any reference in this memorandum to the effeet of a 


fariable rate of foreign exchange should the Canada Square 





proposal be adopted. is that not correct? 


Mr. Gathercole: I think that is the case and that 


a ar ry ee enw sr 


Was one of the details to be worked ut 





My. Shibley: Thereafter’ 
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Me. Gathercole: Yes 
Me. Shi bey: 1 tadnk = yes, that's right but in 
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mis first submission there was no reference to that variable 


Mr. Gathereole: Yes, 
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Maas Shibtey tery For the advice and consideration of 


fhe zommission. 
then ,carrying on 5 the rental costgper square foot 
ire set: out and that is the same schedule that was in part 


Bi the earlier documentation without prorating. Is that 





meorrect? 


| Mr. Gatherecole: That 
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it did enter into subsequent documentation that was developed «_ 
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(Mr. Shibley) 


these requirements and the most satisfactory working 
arrangement could be made with them, 
Their advantageous financing arrangements are 
implicit in their arrangements, including European sources. 
Their proposal was the only one based on past experience 
in a lease purchase arrangement", 

I am just stopting there - that reference to financing 
was predicated upon interest rates of I believe seven and, sa 
half per cent. | 
| Mr. Gathercole: Yes, There was a presumption that 
money would come from Furopean sources and it said “ineluding" 

exclusive 
but it didn't say, you know, that those were the EAT ELE 
msourc es, it said “including European sources" and there 
was some yresumption that since money had come from Europe 
that this money for this building might be accessible from 
Europe. 

ir. Shibley:Then it foes on: - 

"Their proposal was the only one based on past 
experience in a lease purchase arrangement, which wae 
completed about two years ago" - 

I pather that is a reference to the GISE buiidinpg? 


Mrs» GathercolesnYes, Lt) is’. 





Mr, Shibley: "Akthough the rental costs per square 


1 eR TRETY Venger tao amare eh ert nee 


foor established at that time had provision for escalation, 
it has in fact recently been reduced due to very efficient 
management", 
The members of the committees will note that that's the 
variation in this document from the earlier dra ft, i don't 
know how significant it iss but for compbteness of your own 
information I put them both in. 
"The foregoing recommendation is based on a detailed 


review of the alternate proposals carried out in 
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conjunction with the finance branch". 

This is signed now by Mr, Candy , amd Mr. Gordon, 
the general manager, and Mr. Sissons, assistant seneral 
manager of services, and it is directed to you as chairman, 
I gather to be tabled by you. 

Mr. Gathercole: And the commissioners, 

Mr. Shibley: Yes. So this document now bears the 
Signature of three persons who, I gather, are intended to 
assume primary responsibility for its content and the 
recommendations contained therein, 

Mr. Gathercole: That is correct. 

Mr. Shibley: Mr. Gathercole, I have been askingyou 
in the past about the prorat ing and you have given the members 
the benefit of your comments on that. Again, was the question 
of pro-rating assessed or considered by Mr. Nastich of your 
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pbuilding factors? Now, Mr. Gathercole, what is of interest is 
that the Assistant General # “Manarer of finance is makinr an 
enquiry as to whether that approach is valid. Is that correct? 
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Mr. Genest: May I help at this stage, Mr. Shibley. = 
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morandum of July 6 by Mr. Deans. 


Mr. Shibley: Of what year? 





Mr. Genest: Of love which followed on Mr. Nastich's 
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lestions and ‘eae also have evidence that the commission refused to 
the recommendation so that these studies could be made. It 


nly after the studies were made that the commission 


mea, the contract in a meeting in July, on July 19. 
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Deans memorandum contains a re-evaluation of the 
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Mr. Genest: Page four of the memorandum of July 6, 1972. 
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iP ee te 2:20'- 2:254p.m- 
Ths COMA mn) + ay me ~ 4 Bits 
LSrmed oF 2310 oe foek, p.m. 
. vss lo 
ask Mr. @ims Genest, whoff, I understand ,has a statement to 





make, if he would make kg that statementd at this time. Then, we 
will go over to Mr. Glen Hodgson, Wme=.- 

Mr. Genest: Thank you, Mr. Chairman, I want to read 
this statement because I may have contributed 4. 

Mr. Chairman: Mr. Genest, is this going to be a long 
statement ? 

Mr. Genest: No, a very short one. 


Mr. Chairman: Well, it might be wise if you come 


ome 





forward. 

Mr. Genest: I may have contributed to a misconception 
in the committee kwem by my remarks at the close. Mr. Gathercole 
was being asked, I think by Mr. Newman, as to the effect of 


escalation in matssearme maintenance costs over 1971 on the 





Horizon proposal; and I stated to Mr. Shibley that there was 


a memorandum to Mr. Dean, dated July 6, which dealt withthe. 





that. kas Phat was mistaken; there iss think, Mr. Shibley 
will be putting that memorandum into evidence. What happened 
was that at the Commission meeting on the 29th, the questions 
raised by Mr. Nastich were discussed and the Commission ordered 
more study to be made, am@ Mr. Dean w did work up figures which 
will pacome in evidence, but they are not based on the factors 
mentioned by Mr. Gatherecole this morning. The escalation in 
Maintenance costs or a thirty-three_year lease period, mentioned 
in the Horizon proposal, those factors did not enter into the 
Commission's thinking at that time in any Way at all. 

They are not a factor in the decision-making process » 
in the relevant times in any way. So, I didn't want that 
misconception to stay with the committee, because a statement 
of mine may have contributed to it. Mr. Dean did not deal with 
that aspect of the matter, as I think will be made clear by the 


exhibits which will be filed. 
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May 30, 1973 
2720 —- 2625 perm: 
H-162-2 Beane 
Mr. Chairman: Ali right, you are on the records 


wind, Il you 
I think Mr. Deans interested in it too, so ers 





tut 


emeemrad 
on, 

Mr. Genest: We, Mr. Deans and Mr. Renwick; I will 

inform them. L 
uw 

Mr. Chairman: make sure tseg-exe drawn to their 
attention? 

Mr. Genest: Yes, I will do that. 

Mr. Walker: Mr. Chairman, reference was just made 


to a thirty-three.year lease arrangement. Is it intended that 




















there will be evidence that will come out relative to that on 














tem Horizon? 
x 
Mr. Shibley: Yes. 


Mr. Walker: The Horizon was a thirty-three_yea 
Genest; 
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Mr. Shibley : It is part of the evidence now in that 
it is part of the Horizon proposalig if it was read through, 
gees It was originally predicated on a thirty-—three.year basis. 
On the other hand, there is other evidence that Horizon 
subsequently agreed to work to the terms of reference, I believe. 


Mr. Genest: Yes, that is unclear 











do want to make the point that those factors did not enter into 

the Commission's thinking at the June, July, August, Septembyer 

timex in question. I didn't want to leave that misconception 

with the committee , and, as { said, I may have contributed to 

it by representing that that was dealt with in Mr. Dean's 

memorandum audit Unt at oi - That will be made clear. 
Mr. Chairman: Thanks, Mr. GBanest. Mr. Renwick, we 


haven't got a new witness, he was just correcting an impression 


that he may have left with us and that wili be in your transcript 





YF the start of this afternoonts proceedings. 
Mr. Renwick: We might call him later, Mr. Chairman. 
Mr. Chairman: I don't know. He has just proved 


himseif unreliable; I don't know whether we want to use him or 


not | 
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Mr. Shibley; He made it clear that he was not 
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waiving that privilege. 
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2.1542.20 pem. 
Medes 
H = 163 - i 
Chaivman.Mr._MaeBeth 


Mr. Chairman: Mr. Gathercole, if you willxsesume reassume 
your seat and the ee Mr. Hodgson you had a question 
to ask? 

k. &. 

Mr. Gten Hodgson: Yes. I wanted to ask a question 
about document 75, the June 26th m_emo, relative to item 4 
with regard to the prograting#. 

Mr. Gathercole,I hawe a problem of rationalizing in 
my own mind how a person in Mr. Nastich's responsibility 
would, if he was familiar with this sort of ieioteee tating 
applied in analysis throughout Hydro’s operation, take this 
approach and use the word’ ingenious’ in that fourth line in 
that context. 

If he had used the other spelling, instead of the i 


ati’ I could have perhaps got a different meaning from it. 


ae ee 


é 
fd t 


Could you assist me? Is this a common analysis mytholoey 
that is being used here, that is used throughout Hydro? 

Mr. Chairman: Any comment on that, Mr. Gathercole? 

I think you indicated earlier that you didn't know what he 
meant by ingenious at this point. 

Mr. Gathercole: No. I think Mr. Na&stich can explain 
it. I did attempt to give Mr. Nastich's interpretation which 
you related to me which was to the effect that he was raising 
the question of is $34 per square foot a figure which will 
equate a high quality building. He didn't have the knowledge 
about that and he was just raising that question. 

Mr. LS. Hodgson: He wasn't raising another question 
that it might be"“inventive'/or ‘adaptive ‘which that word could 
mean? 

Mr.Gathercole: It could mean that, yes. It could 
mean too that it was a very excelient way of proceeding with 
it. You know, you say a person is quite ingenious, he is 


adopting an ingenious way of doing things, but the word has 
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2.15-2.20 p.m. 
Pa M.F, 


H = 9263 .- #2 
(Mr. Gathercole) 


two meanings and it is subject to that interpreatation. 
But I would be repeating myself if I said any more abcut 
it and I think that Mr. Nastich should be relied upon to 
give his own interpretation of what exactlyjmeant by that 
pnrase, by that word. 

Mr .@ten Hodgson: Thank you, Mr. Chairman. 

Mr. Chairman: Mr. Walker, did you have a question#® 
I would hope that these questions that we are asking at this 
point would not be long questions, but Just clarify what may 
have taken place this morning. 

Mr. Walker: Mine will be a very short question, Mr. 
Chairman. Perhaps Mr. Genest to some extent touched on it, 
but are we correct in saying that the error in maintenance 
figures submitted by Horizon, either an error within Hydro or 
an error within Horizon, or both, was not discovered until 
after the decision was made to award to Canade square? 


Mr. Genest: It wasn't an error. 





Mr. Walker: Well I appreciate the word"erroy - 
all right the incorrect assumption - the 1971 as oppesed to 
1975 rates of maintenance? 


Mr, Genest: That was not a factor. As I understand 





it, it may have been noticed by Mr. Candy some time in Oaetober 
e J 
Cc 


but it did not enter into the Commission's deliberations. 


uy 


That is my understanding and I think that Mr. Gathereole said 
that this morning, ------- 


Mr. Chairman: He indicated that this morning. 


Meet eernonecorreer 





Mr. Genest: But I think it may have been passed cover ----- 





Mr. Chairman : It was a gratuitous remark that he 








made at the end when he said this was discovered at a later 


date. 
That's right, 
Mr. Genest:/I think I confused it. 








Mr, Shibley: Mr. Chairman, perhaps it could be made 
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i Ee =e ci 
(Mr. Shibley) 
ax matter for clarification of the record to be put in 


these terms, that when Hydro was evaluating the Horizon 


proposal it did so .on-th 
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2:20-2:25 pm 
(Mr. Shibley) PLG 


#o-on the basis of a mami maintenance costing | 





of $1.40 per square foot and that that would be the cost to 
Hydro as at 1975. That was a premise of assessment. Is that 
correct Mr. Gathercole? 

Mr . Gathercole: That is correct, yes. 

Mr. Walker: Is 28 cents the corrected versiong of 


the difference between tks ?Horizon?. 


Mr. @ Shibley: I think it would be preferable, 

Mr. Walker, to leave that to be the subject of ‘exie evidence of 
those who were involved in that who will include, I might say,. 
= Mr. Zwigf,of Horizon,and the financial people on Hydro staff... 

Mr. Walker: Well, itmay well be useful. It is 
Just that it might have been helpful to myself if I had had 
that in my own analysis of this report of June 23. 

Mr. Gathercole: I think, Mr. Chairman, the figure 


that has been given to me, Mr . Walker , wre I believe I did 




















mention the figure of 28 cents;apa that is the figure that ga 
Stays in my mind. I think it is something in the range kam 
between 20 and 30 cents, but the figure of 28 cents, which I gave 
| before, was the one that was quoted to me. 

Me. Chairman: Mr. Newman. 

Mr. #. Newman: Just for clarification, has Hydro 


ever before, in any AARe Gt eOne into a lease-purchase agreement or 


a tease long-term lease basis with any part of Hydro's Rare 


————————————— 





on a major scale? 


Mr. Gathercole: Not me that I have any knowledge 


[ARE NC RT PET TERRE POT 


of. Certainly not in my time. 


| Shibley 
Mr. Waxohesma' Youa@re talking buildings, not 
| newer ae ae nad, 


equipment® MiexxGaknergeitexxxnokxequimmenkx 




















Mr. W. Newman: Yes. 


Mr. GAthercole: We have explored the possibility of 


SPY ST ANT TS 


some leasing type of arrangements for equipment. So far we have 








Only one or two illustrations of that, I think only one. and that is 
in connection with railway cars, that is for & transportation of 


coal. That is the only one #&e of which I have any knowledge. 
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Mr. Chairman: Mr. 





x Allan. 






















Mr. Allan: Mr. Chairman,I am very concerned about 







| ee what has happened so far amass: evidently considering 


Constructon 
Gestepeeen Cost as a benchgmark, and then 





Ee per square foot 
relating all these other bids to it. Now, I would hope, £Rak Mr. 

| Shibley, that there will be an opportunity to ascertain why this 
|was done and how it was done later on in the evidence. Is that 
correct? 

Mr. Shibley: Mr. Allan, it is my intention to put 
oer nnn ets 

the issue of progratings to each of the witnesses on behalf of 

| Hydro because I agree with you; I think it is a significant 
|matter of their mode of dealing with it, aad in that connection 
}you will have the benefit of the evidence, not only of the 
financial people,who will include Mr. Mink and Mr. Dean and 

| Nastich, but also the views of Mr. Sissongand of Mr. Candy. 
Fi Mr. Candy's case,I may say, although he is chief architect 

F. is shown by the documents to be very knowledgable in a variety 
|of areas affecting this project sad 11 of these people are going 
to have this question put to them. 


a more appropriate time to go into this then? 


Mr. Allan: I think you would feel that there will be 


Mr. pe Shibley: Let me say this to youg Because of the 

: esa 

}effect upon the figures attributed to each of the developers, namely 
| Ge, making more competitive, if you like, @ the Canada Square 

| 


figure as it related to some of the others, I think that the Hydro 


| People will be required to demonstrate to the committee the 


eee 
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'... of evaluation. 
Mr, Allan: Well, then, I 
Mr. Shipley : — qlmcvatatesie gle Vase binemge iter 


EE ee 









I think 






Mr, Gathercole has gone abcut as far as he can. This is one 
of the difficulties of putting #8 the case in chronologieal 
sequence. I am doing it in that order so that the sammmk committee 

| understands what was happening as it happened, a@ I feel that 
the pr picture presented in that manner is better than the 
isan type picture pepo eles if this witness were only asked 
what he knows about Air. Nastich or iM Mr. Sissons is eat eo, 

| ana then you are scrambiing to unscramble, so to speak, the 

| pieces, but I think it's important - perhaps I should say that 

| now - and I think the committee has demonstrated that it is doing 
this, that judgement be reserved respecting all these questions 
until the whole of the evidence is in. If a judge was 

| charging a jury at this juncture, he would say you shouldn't 

even be paxtm making comment, one to the other, about your views 

| oF opinions as to the a@ issuez until you have heard the whole 


lof the case. 





Now that's not possible in the circumstances of this 
| pPoceeding but in fairness... 
| Mr. Chairman: it would be desirabie but not possible. 


Mr. Shibley: That's right. In fairness to everyone 


Bee So ere regres oe 


| affected, I think it's extremely important that until the whole 


Of the case, the whole of the evide “hee, directed to any one of 


ee 


the factual issues is presented to the committee that we not 
a 


Peach any conclusions. Now, It have felt obliged on some 


/OCeasions to alert the committee to the circumstance 
tha € 
example, the proposal advanced by Canada Square as now exhibited, 








My 


is not what was the ultimate agreement. Tt was subject to 


|things, I think that there is going to be enlargement upon, amd 


| Arde 
| Variation Eremaeeone of the evidence may differ from what you 
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DT 


(Mr. Shibley ) 

‘ but 
have heard $o I am being a little bit expansive on this heranuse 
think that it is sufficiently important to warrant my making 
Lnese observations to you that even with the benefit of the 


heview I have made of the whole of the documerits received to 


ydro but from other sources, etc., and my own thinking on a 


lot of matters has been made to change, as a result of new data 


re asone 
I must say I am very comforted in the very AS aes 


autious approach that all members of the committee have 
Jemonstrated towardg the #kx evidence to this point in time, vu... 
Mr. Renwick: Mr. Chairman, I took Mr. Allan's 


ray gO 


| : iN ae ia 
ioe end I am not interpreting him wm to a-éomething as 





Mee 
thich is one question which obviously /you have replied will be 





llealt with and which is of concern a all of us but the 
d 


t | 


Mr’. Shibley: i have a note of it. 


Reacrercee co er scene 


Renwick: Now that seems to me to be a distinct 


= 
e 


jjuestion. That seems to be 4 sis on which a judgement was 


4p 


lade that that was the price which was required ts provide the 








lualaty and character of pbuilding required and J think that 


[_e°” is one of extreme importance to my way of thinking. 





Mr Al lan: Yt agree with this. 

Mr. Shibley: Well, thank you, Mr. Renwick. It 
jelps me also because in addition to the people fT have mentioned, 
| é 


. pdb, 
jhere are people such as Mr. Witbeck who has to do who is going 


so sit where and with how many square feet around him and of 

3 

jOurse there is the evidence again of Mr. @ana Candy in that 
; is 

\ 

‘fespect who nay/the architect with Hydro. I gather what you 


















ire saying to me is that you are interested in knowing whether 


his kind of money need@ necessarily have been spent to get 
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Mr. Renwick: I don't doubt, Mr. Chairman, without 
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| Pre M. 2 
sare: 
| (mr. Renwick) 
| 1-dontt—doubt Mer thatrman, wi theut-protonping TU y=eihakhey 


sdoneweth—~comethine-=«jteos> But I do agree with the 





| proposition that there is something ## called the character and 
| quality of the building required by Hydro, but did it require 
$34 a square foot when three of the four proposals which were 

| considered by the commission were $28 and $30 a square foot. 

| there seems to be an element of - it comes through in the 

| submission - not of arbitrariness but that teat was a basic 

| assumption in the internal thinking of Hydro that that was the 
| figure that was required. 

| é Mr. Shibley: You are aiso goinr to hear, Mr, Renwick 
and Mp, Allan, at least one representative of each of the dé 

| other developers who submitted proposais, and I had intended to 
ask them about the quality of the building that they expected 


Ly 
to build when making their submission and whether their dollar 


‘figure was a realistic figure in terms of the cost per square foot 











r L 7 IS 
to provide that quality building. So you will have that, Gimost 
4 Pia 


Fa} 
: 


| 

| expert type evidence, because these are people of expertise. 
| Mr, Allan: Mr. Chairman, if I might just mention one 
| Other word, I'm not anxious to ask the questions, I think that 


‘you are in the position to ask the questions and to resolve or to 
| . nA TWAt fos @ a 
| get the answérs-{o the few-who are anxious to @¢ bring out ail 


‘ : 
|the information, but I was peinting this cut with the hope that 


you would realize that some of us are very anxious to have this 
information brought out. 

Mr. Shibley: Thank you Mr. Allan. I have to tell you, 
It being the first time I have heard you make comment in the course 
of the hearing, when you started to speak, and having regard for 
your seniority, you can believe that I was noting every word you 


Said. 


Mr. Walker: Did you ever consider politics? 


















































Mr, Renwick: Would that they'd say the same thing 


about me. 
& 
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Mr, Chairman: Wait until you get on in years. I 
ather in your mind, Mr. Allan, there was a question as to 
hether or not any more valuable information could be pathered 
rom Mr, Gathercole as to how this amount was arrived at. 

Mr. Allan: I don't think there is. 


(YS NOC LIOR ATO IA me 


Mr, Gathercole: Mr. Chairman, in the review that 





ould be made I presume it would embrace, as well, a consideration 

P some of the terms of the agreement, What I mean by that is 

hat if the value of the building is less #WA¥ than $34 Ontario 

dro would participate to the extent of three. quarters in thef 
enefits thereof. And I assume that would be one of theother 

Mlements that mirht be considered. 

Mr, Shibiey: Yes, there is both documentary and oral 
estimony to be piven in that respect and I agree with Mr. Gathercole, 
t's an important element of the arrangement that was ultimately 

Bic. That was part of the latter day nerotiation, I might say, 

mith Canada Square, and the solicitors who effected that result 

are also going to be rivine testimony. 

Mr, Chairman: veri@hink that we will proceed, Mr. Shibley. 


Mr, Shibley: Thank you, Then the next decument f 


lave to produce to you, Mr. Gathercole, is a memorandum for file 


{ae ts 
tao 


lated June 29, 1972, fited Commission Meeting. 


‘ 


oN 


Mr. Chairman: That will be exhibit i 


eC SE SG ANREP A 


Me, Shibley: Perhaps you mipht identify for us who 
yrenared this memorandum, and it appears to be en exerpt having 
Pepard for its enumeration 4s number 3, from some other source, 
‘an you tell me where this originates, please? 

Mr, Gathereole: Yes, this is prepared by the secretary 


ff the commission, it is one cf his notes of discussion that 


Book place at the meeting. arrows. 
| 
Tape H-167 follows 


i 
{ 
i 
i 
t 
i 
i 
t 
\ 
i 
i 


\ 
: 





Tb LL 
eb eiray 







savesdtndy od vo mew br 
98 ey hore aa Prone enbieea of ‘asain 

“yet oan ayia gtaoh J orn ene 

ne - 
haltech! eno & ofaw-re )aserrdee hebow Jt emvaorg oF eton’ es 


vb 






























tots weiter amr wt, aaerithany ja sareusnatial’y 


et you? vdoneden TL tedW .oeensettys gad Yo ened oid ta? 
e160 SEO tatty take eatel #2 qathLtud sda 36 aii Bay a 484 
ted? A soars oes vindxe afd 6% sisqfo tease bitow’< 

aria i eins « jec* syunan I fad lés%eds Bat 


.betabianon od Jrinde gsde ade 


ies Sv svesmv’e® + ' watt? , 69 ‘sysidine im 
snanas en , ‘oot tant at navia ed oF Yaomt 
mats 7s ets on lo Jnemelis gnestoant na 


We tal. oft to tisq saw Yad?’ J 
tice i ted . ‘obfoe efy bose (stsuse ebenetl! 
mitvat wivin sd od snloy omfg? 


j.se? bE pW = Puaist*s EEA ts 


islt Ny, imiT Vo Ew (f2 hal 


- a; ‘fandael 1 Vttoyv GY Ssoubota od 7 
a 


Lee © MIAO ee ae 7 STL , es eat ti 


| iT nemitad?) . ah 





roy nepenred © :vet¢ida  .4ar 
Viste rroeis Uf Oe (mubhs omen BEN? beta 
fis wi Le cetur noize ranvaa BIL tot Be 


“ry tds ssendt em ifort vo 


= 4 ajon ‘TedIp0 Mh 





no wl 2).;, noOltexIinmnod ao 


2atteem ad? 28 soalo 





5 PP ean Tay 1 May 30/73 
2:35 ~ 2:40 pm 
ja 





that-—took-_piaceat..the meeting, 


_ 


Mr. Shibley: This memorandum reads; 


FA TIRE PE NERA 





“There was general approval given to a proposal 

that a new head office building be arranged for 

but a decision as to the selection of the company 
which the commission would deai with was deferred 
until the terms of offer of several other companies 
had been further reviewed. In the meantime, authority 


was given to engage James F. McCallum,QC, who would 
P 


























assist commission personnel in negotiating a draft 
contract with Gance Square Corporation Limited , This 
draft contract to give some indication of the basis 
on which a realistic comparison of the offers made 


to the commission could be carried out. his would 


be done for the purpose of ensuring that in the final 











| 7 decision thecommission would have the fuiiest 





| 
| information and an outline of the advantages of 
| whether it should construct the buiiding 


2 
ee 


itself cr enter into some form of lease agreement. 
Now then, Mr. Gathercole, first of all_is this memorandum 
an accurate reflection of some of the matters discussed at 
the commission meeting of June 29? 


Mr. Gathercole: I think Sg it's the notes that 


= i 
mit 
} TOA 


24 ave 
were taken by the secretary and w;iriea perhaps ~ss-e-Tittle 
expansive in the matter of the examination of various 
| proposals. I mean in this sense, that in general it does 
eover the discussion that had then occurred but it might 
| be just a little more expanfive than might have been the 
actual conversation. That 'sjon the basis of my own recollection. 
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Mr. Shibley: Now what I would like you to explain 


aa oy eeEAl 
is the observation that instruction had issued to Mr. McCallum 
to draft a contract with Canada Square while simultaneously 


wERE 
instructions issued that the terms of several other companies' 


| offers received further review? 


Mr Gathercole: Mr. McCailum was engaged to assist 
the commission in arriving at a conclusion on the Canada 
Square proposal, &t the same time the door was not being 


closed to consideration of other proposals. 





Mr. Shibley: 1 note the wording, -tigemidas 


EAE ENR CRS VTRES MASTS SD 





aa draft a contract to give some indication of the 
basis on which a realistic comparison of the offers made 


to the commission could be carried out." Were you intending 


_ that the draft contract that Mr. MeCAllum would be working 


ion would be used as an aid to an evaluation of not only 


Canada Square's proposal but that of other contractors? 


* 


Mr. Gathercole: No, not in that sense. The commission 


SAS DATES TL AISLE LE LIAS 0 SSE 


made no decision on June 29, but deferred the matter for 


further study and consideration. 


Mr. Shibley: What do the words "on which a realistic 


EONS EER LLIN OTR IRR SRS 


comparison of the offers made to the commission could 





Mr . Ie he But they are used in relation to 


the drafting of a eouerenes That is the point 1l'm driving 
atc. 


Mr. Gathercole;Yes, I see. 
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Mr. Shibley: Was it a decision of the commission 
ETRE RE 


that Mr. MeCallum, so to speak, would draft a contract, and 

as often happens when you are down to the actual writing 

of an agreement you recognize terms that should be considered 
as for all of the developers’ proposals” 

Mr Gathercole: Yes, that is true. But Mr. McCallum 
was examining into the Candda Square proposal without however 
the commission saying, We are going, to adept the Canada Square 
proposal.” Subsequently meetings were held with Mr. McCallum. 


Woe 
Mr. Shibley: '% realize now Mr. 
SRS PATE OT é wv 


ae 


Gathercole, 





short of calling all the members of the commission I 

a 
have to try to elicit from you the sense of what was the 
thinking of the commissioners on the occasion of this meeting. 
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| the various proposals. There was a discussion upon ta 
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I am anxious, &&, tet when you answer these questions referable 
to meetings, that you try to communicate to the committee the 
understanding and thought processing and so Of. of the Commission 
at large. 


Mr. Gathercole: Well, at this meeting there was 





| considerable discussion of the Canada Square proposal, and Mr. 


| Nastich outlined some of the features of the April 10 brief on 





Fare 
the Commission decided at that timeyit Showa Shouldn't proceed 


| with any further action until there was additional examination of 
| Canada Square, keeping in mind as well, the other proposals which 


| would be reviewed by the members of our own staff 


Mr. Shibley: Then the next document is another document 





4: ed 
Bigeird “hdvice of Commission Decision, ‘dated June 29, 1972. 


Mr. Cha ar ari: Seventy-seven. 





Mr. Pag uishexs This document commences: "A seven-page 
memorandum dated June 23, 1972, was submitted" w= POY identification, 
I take that to be what is now Exhibit 74 in these proceedings. 

Mr . Gathercole: Yes. 


Parser ee SS 


Mr. Shi bley: And then it simply goes ons."oreposing 


that an agreement be entered into with Canada Square Corporation 


feeited for the construction" and so on. "The memorandum was held 


for further consideration." i don't think that document needs 
further comment. 

The next document I want -~- I should first ask you, 
Mr. Gathercole, as a result of the decisions taken at that 
Commission meeting, did instructions issue to your financial 
people to make further investigation? 

Mr. Gathercole: Yes, there were. 


ee eter 


Mr, Shibley: And do you know that it was, in fact, 


BOD pe ea IER a Nm ne 


undertaken by people such as Mr. Nastich and Mr. Dean? 


Mr. Gathereole: Yes. 
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xMexxSnk Mr. Shibley: I iam producing to you a memorandum 


dated June 29, 1972. dem this is a memorandum from Mr. Nastich 
to Mr. Dean. Make that Exhibit +. 
Mr. Chairman: Seventy-eight. 


Mx. Shibiey i Seventy-eight . Again, this document 


SSE IA ee 








appears to reflect certain of the discussion made at the June 


29 meeting of the CommissionA Is that correct? 








Mr. Gathercole: Yes. 
Mr . Sshibley: And it starts off: 





Sag today’s meeting of the Commission the above 
subject was discussed at some length. I recognize that 
one of our staff participated in the economic analysis 
and I feel that the supporting report jointly prepared 
with the Commission Architect is excellent. 
| Oy do have, however, the three following basic 

concerns which, in my view, need to be covered before we 
can assume that all the necessary groundwork has been 
done.” 
Now, just stopping there ... “necessary groundwork® for 
what? 


Mr. Gatnercole: 


Lea ca a AT ENA 


Groundwork for reaching a decision 
on the consummation of an agreement to have a building erected, 


Mr, Shibley: All right. <queging), 


Sey The validity of the overall transaction from both 
ALB OE Be 3 He CO Oe eT FL eB 
Hydro and the developer's viewpoint. 


° 


We are not 


development experts and could easily miss some 


particular point which would be either costly or 


‘ye 


embayass in 


¥ 
4 


&- 


For that reason I suggested a legal 


consultant with expertise in this field, 


The 


Commission agreed teday 





and I feel satisfied on 


6G 
this score. 






Now, that was what brought about the appointment of 


Mr. James McCallum? 
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Mr. Gathercole: That is correct. 


Mr. Shibley :. ~tagr-gmtzigg 
66 


2. The cost relationship between financing and constructing 





our building and ..o2.e. 
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Tape H 169 follows 
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(Chrmn. - Mr. MacBeth) 2.45 — 2.50 Hem: 


REESS. 


(Mr. BShibley) 








adopting a lease-purchasing 


arrangement. I am aware of the difficulties of estimating 
our 


the cost of/handling the project totally ourselves. 





we should make the best assumptions we can so that some idea 
of the cost differences can be considered. Would you please 
ask Mr. Mink to work on this with Mr. Candy." 

Now, this, I gather, was directed to a continuing 
analysis of whether you should go it alone, so to speak, and 
build your own building with your own money, or do a lease. 
purchase. 

Mr. Gathercole: That is what is intended. 


SSS Stag tame 


Mr . Shibley: So that as late as June 29, 1972, Mr. 
Nastich was still leaving this an open question for investigation. 
is that right? 

Mr. Gathercole: Yes, it was 


Ney. Shibley: Pardon? 


ease 





Mr. Gathercole: Yes. 


ERO ke EER TOSS PENA 


Mr. Shibley: And do i take it that this memorandum 


FORE SRR CTR) wane Merman 





aim 
Sagat Wee 
» = 


reflects gm not only his thinking but the ructions 





issaed to him at that commission meeting? 
Be 
Mr. Gathercole: Yes, in as 


EMER RE EEE Tra a 


Mr. Shibley: "(3) The validity of pro-ratingy the 
estimated capital cost of the buildings from the four developers 
to come to an Yas tens ibly standard comparison on annual 
eosts per square foot." 
I'li have to read the next page: 
"T do not have the details of the method by which 
this was done, I think it essential that the process 
be defendable to attadl/rron disappointed developers.# 
Would you ask Mr. Mink to look into this further." 


Now, here again, Mr. Gathercole, Mr. Nastich is using 





, Yash as with the termg "ingenious", fre is now using 


the term “ostensibly standard campazison". Was there a 
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H-169 ~- 2 
(Mr. SHibley) 
discussion at the time of the commission meeting of June 29, 
as to whether this pro#rating was a proper and acceptable 
methed by which to make a comparison? 


Mr. Gathercole: My recollection was there¥& was 


ene Sy arene RT CA 


discussion of that. 
Mr. Shibley: It's obviously something that was very 
much of concern to Mr. Nastichs wear 


Mr. Gathercole: Yes. — 


aici 4 a 
Mr . Shibley: peas Chat eee a valid paksa, “asrvan . 


"SAA terme re perenne 


Mr. Gathercole: And he was voicing it. 


ee a aaliaale 


Mer. ‘Shidieye Yes, wes. ABA A 


See SRR EEN NRRL 8 ree eee 


Mr. Gathercowe: He voiced it at the commission meeting. 


NOD Men REV Roper nme mee 


Mr. Shibley: That's what I want to know. 


ees SES creat renner 


Mr. Gathercole: Yes, that's Ass 


COE me Sn RTO tere ore 


Mr Shibley: He did veice it to the members of the 


SSR EFS ERO Tetmtercer mente + 


commission? 


Mr. Gathercole: Yes, yes, he did. Yes, yes. 


(SOOT TI ae meee eine Mer a Ee 


Mr. Shibley: And I note from this that he seems 
to be \eaitigyd#. Instruction or recommendation that this be 
explored further. 


=My . Gathercole: That 1S true. 


Ruwrsicmeras enre eng eet 2ST 8 


Mr. Shibley: Now, then, he makes the comment that Py ie 


Fae eae sees at ko 


Soe re) en er Lee ‘ : 
AG "he process be derendabie ruci_attackg from disappointed 


developers". 

Was this also raised as a subject for discussion 
among members of the commission? 

Mr’. Gathercole: It was discussed from the standpoint 
of, aa if you don't have open tenders and acdept the lowest 
tender that is submitted, is it something that is/éxXptacnayae 
explicable to the public? That was undoubtedly one of the 
questions. 

Mr . Shibley: Yes. dw WAS the emphasis in that 


eas emia eae Ta? 


respect an emphasis as to whether it was a proper basis in 


terms of getting the best deal for Hydro ® or was the emphasis 
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H-169 - 3 
(Mr. Shibley) \ g 
Ki ay pet 
of the discussion related to the processing \€-tlefendable 
f 


Ne 
to attac from disappointed developers? 


Mr. Gathercole: Well, I would say 





the paramount objective was to get the best possible deal 
for Otario Hydro. 


Mr. Shibley: Well, did m any member of the 


foes Sree eee ee 





commission take issue with the method of comparison and say, 
for exmpa example, well, these figures have been adjusted 


on a basis that I can't accept or I question? 























Mr. Gabhercol#e : N@e they didn't because it 
| was eet icakte aie that $34 was a realistic figure ror /quality 
bilding which would be xe erected in the period late 1972 to 
1975. 

Mr. Shihbey: In each instance, Mr. na Snags » 

ciel glen aie mala that 


I take it then that the presumption throughout is/if youg don't 


spend $34 per square foot, you are not going to get a Kio 




















building of the value and quality you wanted, whereas, there 
\ Who ia 
were developers Binge were\ presenting to you that they were 


prepared to give you such a building at iower cost. 








‘Tape BH-170 - 1 follows) 
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Mr. Gathercole: Yes, that is true, but it was considered 


LDITE IE A A IY URL IO LB ANNE! 





that $34 per square foot was what would be required to get a. 
satisfactory quality of Se eet SCD view of the rise in wages 


and salaries and in building costs. 


2 


Mr. Shibiey: You didn't consider that you might be sort 


mn Ee TRIE ttt 


of getting a bargain from Horizon of a buklding of equal quality 





at lesser cost? 


Mr. Gathercole: I believe our consideration was, Ghee 


ASW som 





at this stage at which we were ee June 29th, that we 
ought to study it and review it more. 


Mr. Shibley: All right. Just to complete Mr. Nastich's 


RRL ay ory, 





memo g 


"I would like to re-emphasize my general view 


SCR, ea 5 


that a lease purchase arrangement has many more 
quantitative advantages and likely is the best 
course of action for Bnterio Hydro. I am also 
aware of the cost savings ($250,000 per year) 
which accrue from the centralization of staff, and 
thus I am eager to proceed as expediticausly as 
possibile .# 
However, until the above three factors have been 
satisfactorily covered, I do not believe we are 
in a sound position to proceed." 
Now is he reflecting the thinking of the members of the commission 
in that respect? 

Mr. Gathercole: He made these observations $@ and the 
commission took them into account and deferred any action at that 
time. 


T bo nor 
Mr. Shibley: When he says, until they are covered ¢kat 


NENT SPDR ERA TI I OR CT A MAORI eT 


LOVEE, 
i “we are in*a sound position to pioceed" what does he mean by tnat? 


Mr, Gathercole: I believe he means until we have 
examinad into the various techniques that have been employed, and 
further reviewed the alternative proposals, we should not Paoc cds 
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Mr. Shiib Ley : Then the next document is the memorandum 


SEE CREED ERIS 


Bdated July 6, 1972--4 





Mr. Chairman: Exhibit 79. 


ayer 





Mr, Shibley: Which is a memorandum 


SEO TAILS LE 


to 
Mr. Dean “wad Mr. Nastich in response to the memorandum that I 








have just referred to. I would just like to runthrough it with 








ba our lack of expertise in this development will 


be relieved by this appointment,"+—7 


Pema ae 


D eferring to the appointment of Mr. MeCallum. 





et 








; ITEM 2 

. "Cost relationship between owenership and 
| 

| lease-purchase:"  ~ 

| 


: ee Seen 
|‘ He makes reference to the fact that the letter to Mr. Sissons on 


ae 21, i971 is an attempt to set out the factors influencing 





mm that. 


irst Pull paragraph, 


rs 


On page 2, you will notice in the 
about the middie: 
: "There is, of course, no other way of selecting 
: the degree of cost associated with & preference 
than a purely judgemental one. As Canada Square 
| has the lowest potential financing cost seen to 
date, other than a direct Hydro loan, and this 
does not appear to add significantly to direct 
borrowing costs, this by itself would not appear 
' to inhibit a lease arrangement # 
) 
, * The only other factor appearing to be involved is 
i whether, in fact, Canada Square can obtain the 
| rates quoted and what security is required for this 

financing. This factor must be coveredby the 

lawyers in any arrangement with Canada Square." 


And further down: 












; ’ 
7 : D 


i 


>. Cows | ” 
Loe -- ; _ = 7 es PA nt ELC) 


2) 8: 


: 7 ; . if : er by A on 
oe 7 ites Sd iy 
; - \ee aka a) 
a ee a 



































ddtw 1 eto seit 


naa ANIA enn ae pare 


= etd 


meat 


+a eintog ca ‘ bei 
iitw duemaeteveh nid? al oatiueqxe Yo tosi a 


= r—"  jnenintogqs eid? yd hovelfes od 
_mulfadoM .2 Yo tneminteqqe odd of galt 

; S MaTr 

bie gpidvexenewo noowted) qidanolialet 2909" 

| C. seaatie aaa’ 
no eceavin 24s od saueat ei? Jad? tos? off of syneigiet selam 
qatenayitnt amgeet of3 tuo to2 07 Jqmetda as af [Vek oIS tedorm 
~3ae 

dqnta te : te1lt ace al asfton ifte qoy.,S epaq nO 

.albbim edy soc 
uaiznetee ‘io yev tanto oA _sptven to ,e), arsct?” 
pawreterg « dite Kedelsoaas Ja0% To 99740b Ons 
wrinupl abadew.! Bh . yao Lesaemeniut vfetirng B& mart? 
07 8904 Yieo sehlionent? LatsuetJoq taswoi sft cee 
se Da. ois ovbell gvetth « medt qeitdo .,9Ieh 
fouuth oF vidunaePtaetia fhe of tBhaqce Jom ae0b 
“a9uq0 gon Livow Bieadt yd 2fi2 . efaoo2 aniworrtod 
Ge.tnemtegnarte cnsel & Iididnt-oF 
et? bevJovnt sd of yiiieaqqs toinslt s6d10 ylno aif?- 
wid aleddo mao etaup= aheansy ,3sosat al ,aitsartw 
eiAy “el bertiupet sh yttavees gstw bre Nadone 207s 
watt Xipersnvian od Jeum oto elAT .gntonent 
siipl sbana? déilw Inemeagratts “re at areywal, 


* 
«él 


7 a 


viay 30/713 
2:50 - 2:55 pm 
CR 


H~170-3 


(Mr. Shibley) 





"As regards maintenance costs," =ueerse 
eg@-he makes reference to the fact that their experience is that: 
"Our own costs tend to be high because of the 
high union rates and the additional services 
performed by our maintenance peopie. It is 
quite possible for us to obtain outside 
services and this be evaluated separately at 
any time, whether ownership or lease-purchase." 
Which I think is the third alternative that was part of the 
consideration. Is that correct Mr. Gathercole? 


Mr. Gathercole: Yes. 


Cpe STEP LAGS SS ISL SAK GALA EO 
B ce 





Mr. Shibley: Then, on the next page, at the top, <« 


Sey acthae 
Gmecureuen meonseua encase once 





ae 


me line: 





"It is not always useful to obtain comparative 
figures as details of significant factors are 


rarely known, but on a broad basis the figures 
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@s quoted between $28 and $34 per square foot 
iy would think are not unusual considering the basis on which 
quotes um@@ were obtained. A rough average of office 


% KAMAL YK costs today ‘we understood to be about $32 





building: 
| per square foot.” 
3 Then at the last sentence ~‘the variation of costs 
BR cing from this factor are however not as great as can 


arise from financing cost.” 


So he's putting the emphasis on financing costs 






mas opposed to cost of construction in the terms of price 
that you should be paying. 
Mr. Gathercole: Yes. 


Mr, Shibley: Thextusome Then the next paragraph. 








"The greatest danger arising from building costs 
and not mentioned above is the possibility of these costs 


exceding estimates and possibly gaee jeopardizing any 





financial arrangements. This could be most serious, as not 
Only wouid the cost be higher but the arrangement would have 
Wto be regfinanced with unknown cost «amifications. It is 


oe 


thus most important that not only is the builder capable of 











Duilding at the quoted costs to the specifications, but that 


4 





he is also financially sound enough to meet any cost over~pun. 

“As far as Tf know, no financial statements or credit 

@rating has been obtained from any of those quoting on a 
project at this time. Although the lender will be also 

| interested in this factor he will kprcbably be most influenced 

by our lease arrangement making it azain important that the 


arrangement gives us adequate protection.” 








s LETS 
, Stopping there, Mr. Gathercole, If gather that Watts 






covered here is the situation that let's say the building were 


| to cost more than $34 a square foot that. that cost of over-run 


7) 
? 
i 


| Bis at the developers risk’ Is that correct. 


My. Gathercole: Yes. 
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Mr. Shibiey: And that what is of concern here 


a a pam 





Mr. Gathercole: Yes, 


: Mr. Shibley: And that you should not rely upon the 


| fact of a lending institution extending funds to the 





| developer because any lending institution would primarily be 







relying upon the lease and the covenants you were making under 
phat lease to pay rent? Is that correct? 


Mr. Gatherco ie: Y@s 


Mr . _Shibles > And in fact, as I understand the 


financial arrangements referable to this project, almost the 
mhole of the funding fer the cost of the building would be by 
morteage financing or loan finaneing. Is that correct? 


Mr. Gathercolie: Yes. 


eh atten tetera 





Mr. _Shibley: so in facet it is Hydro's cavenant 


[Which was on the line to obtain the funds in question? 
Mr, Gathercole Yes, 


te 


Me, Shibley: All sight. Then three; 


Ne err necertine ee a ner 


} i AU sep rem rbed rin ayes ars . ) meditce epee Ry AOA aa Pa ao im, J Px 4 q oY . Tics, , sy Pe) 
M Prorating of estimated capital costs: On Sage i Of 


i L 5 oo a Zs whe gta yy 4 a +? ¢. rm RY KH war zw + tp ts oy. ¢ 
me commission memorandum the rental rates haye been ad; usted 
Ai 
allow for/Cuildin: Osting 338% per square foot, not for the 


Res a 9 AAR Es . wo fe 5 inion ree pecae “y a Ve ey Be = “ ae ie) ee 
ppose selection so much as on the assumption that a building 








Mis is a judgement but it aiso tends to ref 
rental rates related to financing costs aa follows. 

And then he gives a@ schedule followinp sietae which is 
‘the observation: “The adjusted rates assume profit and other 
tosts remain the same which may not be valid. And certainly 
the figures should not be used other than to suggest the degree 


which the rates are affected by the financing available to 


the different builders assuming the same building costs. 
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(Mr. Shibley ) 

“an adjustment of Horizon's original building costs 
to put the overall quote on a basis more comparable with the 
other quotes which change the above figure of 482 to 508." 

Now I'm going to leave that to have Mr. Nastich and 


Mr. Dean explain that to members of the committee because I 


| mote there is a handwritten note! “I don't understand this 


y$ 
fully and if you want to know what counsel's note is se 





underneath I put, 'me either.’ sMr. Genest 





thdAA the 
duncheon recess and I think we meoula get an expansion of that 
later. 

“In general it must be assumed Rua at this stage 
that the following judgements are correct.’ I think this next 
paragraph is of importance, Ca) That it is preferable 


to finance the building through a lease purchase arrangements 


| a 


than any other alternatives. (There is no possibility of our 


rowing at Canada Square's seven per cent rate in Canada 


E? ece SAME 
o specific mortgage arrangements in eae would be 


A<eANE =MeNT 


| gomplicated by our German borrowings “the difference which 


= 


financing costs makeg to any rental rates must be recognized. 
The Canada Square proposal would look very different at 
different financing costs. ye 


Now again IT remind the members of the committee that 


| Provision was ultimately made that the risk as to an increase 


in financing cost was made to be the risk of Canada egUer and 
that is aes? that geven though this might Civemacers 


turn out to be a variable & from seven per cent<..., 
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(chairman: Mr. MacBeth) 

("ir. Shibley} 

ane tcc eR EY ae Shoal 0 AO ee tot 





\e ae 
hich I believe it will beg.,What did not #€£ affect H¥dro's obligations 
hs assumed under the contract. Is that correct, Mr. Gathercole? 

_ Mr. Gathercole: That's right, yes. 


| Mr. Shibley: Then, on the next page, Summary of Positions, 


ee SER oer 


wis set out certain data. You will Coe about mid-page$ 
; & Cs mom. ~Conek/ 
"If Canada Square is allowed *rofits’ Sussmess- financing, profits 





that are more questionable are reduced to 45 ene per sq ft. This 
stall appears high relative to risk. Additional profit might be 
healized if Canada Square were able to build or service at a cost 
less than estimated." 
| Now, here again, that comment was a fair comment when 
home, and , if I may use ia the te erm “triggered® a negotiation and 
agate agreement , Spd it not, Mr. Gathercoie? 

Mr. Lema Yes, 


[ARR 


Mr. Shibley: That if the costs were less, Hydro would 


ae 





omen 





Bhare to the extent of three-quarters of that benefit ~ 75 per cent. 


| Mr. Gathercole: If the cost of the butiding was lower 


ory Se SE ee Re ; 
r nom fh 
hyeng aa/ 


ae ee 
than $34.00 we'd share but, my understanding Sey chat if the costs 
; 


f interest was below ed kin eight , or, in effect, eight and one-third 


| 
per cent, we would be compensated for that reduction. 


i 


| ‘ ae 


Mr. shibley : Yes, so that Yi Waa say, in the uitimate 


hegotiation Hydro was to share in the lowering of interest cost but 
| j 


1 ae 
tot increases. 


FEE SSE PE SES: UN RI 


| 
| Mr, Gathercole: Yes, exactly. 
| 


Mr. Shibley: Hydro was to share in any lowering of the 


| NSP a Le SE LR ERT EN 


wuilding gmk costs but not ancreases 


Mr. Gathercole: Yes. 


AO SEATED SOUS MNS ABI IIS SI 


Mr. Shibley: That's correct / 


] ee rs 


Mr. Gathercole: Yes. 


otamen: 


Mr. Shibley: So these caveats, or cautions that Mr. 


ERT Mem EC TTPIATCT ROD GLE TORMENT sr, 


ean was outlining in a very comprehensive memorandum of July 6 did 
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nerotiation and 


rs ts DREN Dip 
Amendment of terms of the arrangement i= ge cays Fare and Canada 


found the basis, or form the basis, or further 





Square . 


aT? 3 Gathercole: That is true, yes. 


1 FT itaecert meer 





Mr. Shibley: Now, then, going on: if Ontario Hydro 


PRERSEIRMS cWon ce xs GI) moc SseR oes Tee 


vere to go to competitive tender it is possible they might reduce 
walk 


ee > Pouetly equal financing) by about . eents per sq ft. 

Ihis would be offset by a 18 cents ‘delay’ costs, eed We! ve already 
jovered that in earlier material. Then, as an appendix, an outline 
to the en) ouneetntD against £h lease-purchase and OL 


sat count mk in Mr. Sissons’ memo of October 21, /page 
| bs A =e it Wo) . m~ 

WO, “Pinaneing Costs. 

“If Hydro were to finance the construction and tne ultimate 

| 

Mileing, an estimate of the financing costs, at this stage, would 


Qo 


le difficult. Presuming the buk building would be completed at 








ey time during the next two or three years, it is difriciit to 
WAZ / 


elieve the costs would be less than/eight per cent used in most 


inancial studies and which apply basically. However, it is quite 
Bible the treasury division could arrange , at some time within 

i BK period, sufficient finances specifically to fit the requirements 
( the building in Germany, Switzerland or Japan at a rate eduivalent 


the lowest rate obtained by Canada square, say six and one-haif 





S0ciated with the financing but again probably not greater than 


Ne ch | 
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¥ 

ners) ae 

i eert , Be wuld, in ali probvabgsiity, be an exchange rigk 
a ; 3 


sociated with Canada Square." 


| I'll stop in there again, Mr. Gathercoie, in the ultimate 





ereement the risk as to fiuctuations in exchange rates is the risk 


¢ Hydro, 14 ic nor” 
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Mr. Gathercole: That is true, 
| 


| Mr. Shibley: That is one of the risks that you agreed 


assume in the ultimate negotiations, Is that correct? 
































Mr. Gathercole: Yes. It could be a benefit. It could 
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@ detriment. 


Mr. Shibley: Yes, tip or down there is to be an 
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Mr. Gathercole: Yes. 


aces arene HOPE TT, Ae “a page ren ane 


Mr. Shibley: Now then, on page 4, he taiks about 


oe TR rere nee! 


ofit margins. 
"It would certainly appear that the builder-developers have 


owed for normal ailowances and profits in their estimates, questioned 


the following basis: 
(a) There is a guaranteed rental income for 100 per cent 
occupancy by a triple "A" tenant ensuring no financial 


risk beyond an over-run of building costs and financial 
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(Tape H 173 follows) 
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CHAIRMAN: MR. MACBETH. 


(Mr. Shibley) 








ats “failing or being 
available only at higher levels. 
(b) There is no speculation or financing of the 
land to be considered. 
(c) There is a possible pain (altndfin remote ) 
from rental of commercial space. 

> (da) hoesibie additional cash profit arising from 
overestimate of building costs. 
If the cost comparisons above are valid and it 
is consigered the buiider/develover does not bear 
any weRea unusual risks at the level of financing 

stises 

assumed, a lower apparent profit and/or contingency 
level should be negotiated under either ownership 


= , o 
er lease-purchase.” 


incidentall Mr. Gathercole, was this memorandum 
3 

made availabgs to Mr. MeCalium at the tine tnat he was nerotiating 
the precise terms of the lease-purcnase arreenment? 


Mr. Gathercole: That I don't # know. It went to 


Me. Sissons who had many discussions with Mr. McCallum and tgeme it 


ae 
was certainly a memorandum that Y gem discussed with Mr. Cordon 


and with Mr. Sissons, 

Mr. Shibley: Then the next pare, members of the 
committee, ree comparative building costs. I am not going to 
| deal with ali of these in detail. I think I will leave that 
memorandum at that. 1 have tried to hizhlirht the approach to 


, connection with ; 
be taken. My only concern Tyi/that doeument is that 





recopnized as a document that was pointing up areas that required 
further nerotiation on Hydro's part and were, in fact, a subject 


of herotiation thereafter. Is that correct, Mr. Gathercole? 
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Mr. Gathereole: Yes, it definitely was, 


Mr, Shibleys And, in fact, many of the things that 





he points up in that memorandum resulted in builtein benefits 
ink the ultimate agreement, 


Mr, Gathercole: Yes, KIX 





Mr, Shibley:, All right. Then, if I may go on, 
Mr, Chairman, the next document is a memorandum respecting 
a comm ission meeting of July 12, 1972. 


Mr, Chairman: No, 80? 





Mr. Wo Newmans Mr, Chairman, I’m sorry--just for 
a second. On the second last page of this memorandum, Exhibit 
79, are these the corrected figures that have to do with that 
priee? 

Mr, Chairmans Are those the comparative building 
costs you are looking at? 

ear iNetaen Right. "Effective Cost on Common 


Building Price.” Sorry. 


Mr, Genests That appears on page 4, What you have 
in mind refers to page 4 of tne main memorandum, 
Mr, 3 Wo Newman: But these are different figures, 


aren’t they? 
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Mr. Shibley: Mr, Newman, I think it is clear that 


SRR mp connie Eerie Hynes 


this memorandum does not contain any data that point# up the 
fact that Horizonssubmissiong Was made on the basis of maintenance 
costs as at 1971 with escalations. 


Mr. Ove Newman: tom juse talking about the overall 





differential « in price, 


| 
: 


Mr. Shibley: These firures respecting» these really 


RAEN RE RIC 


are the same prograted cost ArCUnes., the only addition to them 


Ww 


| being the marein, the column styled "Margin" which shows the 





| differences that result once you take them to what they considered 


} a common denominator. 


My. Heng I think Mr. Dean, Mr. Chairman, is 





| sayine in this adjustment of Horizgon's building costs 
| to put the overall quote on a basis more comparable with the 
mee other quotes would change the above figure from 4.82 to 5.00. 


and I thikk this arises —- Mr. Dean and Mr. Nastich ean explain 


this in more detail and more accurately laters but it does arise 


| 


















til July 19th. 





from some farming out of the construction to another company. 
Mr. Shibley: Exhibit 80, Mr. Gathercole, is a very 
Short note. 
"Discussion took place regarding proposed head 
office. Authority was given by commission to 
#@ nerotiate with Canada Square to work out an 
arranenent wnich would be subject to commission 
approval of financ#al and other considerations.” 


Now was this the meeting at which authority was finally given 


and a decision taken to enter tmer into the Canada square 


Mr. Gathercole: No, it wasn't until the following, - 
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(Tape 174 follows) 
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Mr. Shibley: Alright, What is the gist of the 
TSR DELI RIT 


decision, ibe taken at this meeting? 
4 athercole i 


eone of these matters 





were then discussed at this meeting briefly and no action 
was taken on the apreement, 


Mr, Shibley: So the matter was stiligopen? 


Sthiecwunemr rs aR 





Mr, Gathercole: It was still open. 


ROR HRS TOW TIP GION 


Mr. Shibley: And did you as a commission still consider 


SSRN rERERE FAA IOTE 





Pe ERG 


BRC LN oe 
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that your options 





of whom you might deal with, were 
still open? 


Mp. Gathercole: Yes, 
NTS LM IER al ETRE 


or RES ONTO! 


Mr . Shibgley: That really was not decided upon 
peenreremnct Drm cnceics 





until July 19th? 


Mr, Gatherecle: Yes. 
“Shenweyaames 


Mr. Shibley: I now present 4 memorandum dated 


OSes ear ay TEE LT 


puly 13, 1972, , the next exhibit 
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Mr, Chairman: (@@@@" Number 81, 
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Mr. Shibley: This is 4 memo from Mr. Candy to the 


ASR ANE RTE EERO UE 


reguested by Mr. MeCailum, 
3 






ie list of office buildings 
Gees constructed in Toronto which could be 
considered of a comparable quality to that which 
we envisage for the new head office building." 
And then he iists a number of them and you will note, 
Mr. Gatherzole, among them is theg Travelers{ Insurance Co, 


maAAvenue and that is a building that 





Universigty 


was built by Horizon and it was part of Horizon's submission 
would 


to Hydro that the building it intended for Hydro Kapae gee 





of a quality comparable to the Travelers§ Insurance Co. 
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(Mr. Shibley) 
Can we therefore take it fro nlthis document that when 
Horizon made its submission on the basis of a building 
comparable in quality to the Travelers! Insurance Co. 
building, that that met the standards which Hydro had 
set for itself in terms of quality of buildings? 
| Mr. Gathercole: That's my conclusion. Not 
necessarily the design, 

Mr. Shibley: Eo am talking about quality. And 
Pearine in mind that Horizon had offered to build sue¢n 
@ buiiding at a cost oft believe $28 per square foot, 
how do you reconcile that combination of facts with the 
prograting upwards of all of the proposals to $34 per 
square foot! 

Mr. Gathercole: One reason would be certainly the 
escalation of building costs. 


Mr. Shibley: But that would be Horizon's risk, 


SDN DM RD RROD Sah a a TS 





If they were prepared to Say to you they would build you 


@ buildin’giof a quality which met your standards and 


you said that this quality would meet your standards, and 
that they were prepared to do it computing their rental rate 
to you on the basis of a cost of $28 per square foot, why 


Should it make any difference to you that they were under- 


ih “5 
miegestimatinge their coasts © 





Mr, Gathercole: Well the figures as\merged showed 
} i a 


Son oatormnar: le al 





& cost per square foot in the form of a rental payment or 


term payment to be the equal of on, in the light of John 


t 


| * eeesdean '; AE ae somewhat higher. 





Mr. Shibley: JI am sorry Mr. Gathercole, I am just 
RY CRRA ARR SN LISTED SE Li Pe 


making double sure that Horizon was quoted at $28 per square 





| foot. 
if Mr, Gathercole: I haven't got that figure in mind but 
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bs 


| I assume that you are correct. 
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This memorandum, 
you agree, evidences the fact that when Horizon said they 
would build you a building equating in quality with the 
Travelers building that it would thereby meet the standards 
set for the Hydro head office. Is that correct? 


Me. Gathercole: Yes, that is right. 


FN Te 


Mr , shibley s And that they would do so, computing 


ere ere) 


the rental cost to you on the basis that the building would 
cost them $30 per square foot to buildt ? 

My, Gathercole: EWE Yes, but at an interest rate, 
I believe, which was 8-5/8 at the time which was translated 
into a higher rental payment. 


Mr. Shibley: That may be Boniietp 


REY AASV NS PRR gery 


Mr. Renwick: No. No. That was Ellis-—-Don which 


i 


was the 8-5/8. 


Mr. Gathercole: What was HK Horizon? 


emer weee 


Mr. Genest: Kight and three eighths? 


ra Teea> 


Mr. Gathercole:; I thought it was 8-5/8. 


Se nS a ps re 


Mr. Deans: Yes. On this sheet it is 8-5/8, $26 


EUR > 


ae 
and s2bVequare root. 


Mx shibley Well, Mr. Gathercole, regardless 


(mene ecunrmcce Soe cere tas eo 


of the interest rate, the interest rate factor was incor- 
porated in the calculation of the $4.46 per square foot 
which was the rental rate proposed by MSZ Horizon, was it 


not? 


Mr. Gathercole: If that was the rate, I mean 
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I am 0p 
Mr, Shibley: Yes. I am looking now at the 
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document itself. 


Mr, Chairman: What exhibit is ee Shibley? 


SARA PERTAIN EITM Were sree er 


Mr. Shibley: Actually I am looking at the 
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er 465 submitted to £223 


\ See z exh; hy e 
Mr. Deans: Is tha here 
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Mr. Shibleys t am looking back at exhibit 67, 
but the same ficures are found ina num_ber of exhibits. 
Yes, exhibit 74 is another one ~ that's the one that went 
to the Commission. Perhaps the witness could have that, &x Riln€ 
Mr. Chairman. 
You see on page 5 of that document, Mr. Gathercole, 
at the top of the page, there is a schedule of rental 
rates proposed. 
Mr. Gathercole: Yes. 
Mr. Shibley: And then theequivalent rate after 


are — Re, 
proratingges Piealing with Horizon @e4& suggested that 









their proposal was that they could build you @ building 
of the Travelfjers Insurance quality for $30 a square foot, 
exd (ncorporating their interest rate factor, the rental 


rate proposed to you was $4.46 per w foot which as 





' at the time of the proposals and before prorating was the 
very lowest costing submitted to you. Was it not? 
| Mr. Gathercole;: Yes, on the basis of the cal- 


culations that we made at that time. But Mr, Deans 


f=. ema 


analysis indicated that if,under their system of operating , 


the construction of the building was to be farmed out 


to someone cise ama this would give rise to certain 


additional expenses which would make the rate higher. 


“y 


Mr. Shibley: I see, Well, then I will come 









back to that witth Mr. Dean, 





. 
I if i may g9 on Mr, Chairman, the next exhibit 82, will lio, 
' Bey — 
| a letter dated Juisl7, 1972,from Baga the Bank of Montreal 

to Mr. Candy. This has to do with the financial worth 


( S0Quc7< 


oof canada wont rming that Canada Square were well and 





favourably known to the Bank since 1957. 
"Prom financial information on file, we know 


that the Canada Square group of Companies re- 














present substantial worth in equities im awd 
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@iv. Shiblep) 
revenue-producing real strstr financial 
statements indicatela stated worth in excess of 

in once 
$25 million. We are formed, byek’ recent state- 
ments are completed, including in particular 
the assets of Phase II - Canada square, we 
believe the stated worth to be considerably 


over $30 million. 


“WaneH176 follows 








; 
‘i 


c oo 


Puy Sa 


a ee vee abies 5 





» 


ag : ? 
7 


Ne 







May 29/73 
3:20-3:25 pm 
PLG 


~ We have been generally 


| apprised of the preposal *Ritae yourself and Canada Square and 


| the Bank is prepared to civNue Fest « po eee e to a formal 
s PANY 
| application when received from the eaumtay for bridge® financing 





of approximately 40 million dollars, The group @ is well versed 
| inYreal estate and development and financing field." 


Now Mr. GAthercole, this was I gather, part of the work up material 








resulting from Mr. Dean's memorandum saying, ‘‘we'd better check 
| on the financial worth of the a various developers." Is that 
correct? 


Mr. Gathercole: Yes. 










Mr . Shiv Ley: And in respect of that endeavour, do I 





take it that the only company that was investigated at this late 
date was Canada Square? 

| Mr . Gathercole: As to financing, yes. 

Mr . Shibley: Ridcwan the reason for that that you 
were well on the way to a decision to enter into an agreement with 
| them? Is that correct? 


Mr . Gat. thercole: Yes. 





Mr. Shibley: Now when it mentions bridge financing, 

| that would be financing during the period of construction? 

Mn: Gathercole: Yes. 

Mr. Shibley: The permanent financing to be otherwise 


| arranged? 


Mr. Gathereole: Yes. 


es 


Mr. Shibley: Do you yet have information that 


CIE TA a US rs - 





| Permanent financing has been arranged? 


Mr . GAthercole: I haven't seen any documents. I 





told they exist but I haven't seen the documents. 

Mr. Shibley: All right. Now the next document is 
&@ memorandum of July 19, 1972, which is the same date as the 
meeting of the Commission on that date. It is titled: 
"New Head Office building.” 
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ake that Exhibit 83. It sets forth the three major items of 


ncern to the Commission: 













Capital costs of Duiiding, rental 
ost per square foot, and amount of profit to the developer. It 


wreaks Out each of those. The third is of particular interest, 


eto the committee. This profit will be, this is based on 


per cent money, profit to the builder will be &5 cents per square 


sz 
oot per year for 30 years. The builder, however, is entitled to 


| builder's profit on the construction of the building of, say 


per cent, or one miilion, 2 two hundred thousand, which is 9 


S per square foot, leaving 2 residual profit of 36 cents per 


foot, times one million, two hundred or $432,000 per year. 


this profit he takes the following risks: Increase in 


onstruction costs due to escalation; higher borrowing rates, 


: s j ; 
ability to increase rent which 4s fixed for 30 ume years. This 


@ break-out or projection if you like, of what Hydro viewed to 


e the developer's profit Sase4ee2 vis-a-vis this transaction. 

Mr. Gathercole: That was Mr. Candy's calculation. 

Mr. Shibley: Then the last paragraph on page 2: 

sod Deaeetert 

"In order to offset any criticism regarding rental 
mirada the, 


rate with respect to costs of zas 





building, the develsper has agreed to construct the 
buiiding at the minimum cost of $34 per square 
foot, and if the costs werk out to iess, the rent 
will be reduced accordingiy, but if the costs 
exceed $34, the rent will not be increaseg_" 

by this stage, the negotiations had carried forward to a point 


that term had been re-negotiated. Is that correct? 


Mr. Gathereole: Yes. 





Mr. Shibiey: Then the top of BEES page 3: 
= 
"In the event &f the developer DorrowEseas 





foreign capital, the foreign exchange will be 
credited to us if it changes in his favour, or 
will be charged to us if it increases." 


again, as of this @a date it was settled that foreign exchange 
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jould create a variable in terms of the cost to Hydro. Is that 
correct? 

Mr . Gathercole: Yes. It could work either way. 

fs 

Mr. Shibley: Yes. The next document is the ‘Aavice 

| of Commission Becision’of July 19, 1972, Exhibit 84. 


Mr. Chairman: 84, 


Tape H 177 follows 
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Mr. Shibley: Mri Gathercole, just for clarification, 
| when a document is styled, "Advice of Commission Deci's Lon'k, 
| what is the procedure that brings about the ereation of this 
type of document? 
Mr. Gathercole: It is generally an exerot from the 
| minutes which is sent to those who would be eoncerned with this 
particular matter. Whoever in the commission, that is, in the 
organization, who would be affected or concerned in any way with 
| that particular subject, receives an "Advice of Commission Decision" 
F! he is aware of the approval that has been piven, 
Mr, Genest: Mr. Shibley, does your copy have small 
print at the bottom that says, "Receipt of officéal *’Advice of 
| Commission Decision" signed by the secretary...". 


Mr, Shibley: Yes, thank you. I never believe in 


ee emer! 





reading the small print. Only lawyers do that. 

| Mr. Genest: I think that explains the question, 

Mr. Shibley: Thank you very much. I've been too busy 
Weedine the large print. I won't bother members of the committee 
with any portion of this except To PosTiens that I, sort of, 
Pointed out for my own attention, On page 3, a "After reviewing 
the history" etcetera, you see the top of the pape, "These 
proposals were submitted by the four companies, all of which 

; Were prorated on an equal basis to provide fer a building having 


|@ capital cost of $34 per square foot, the oripinal design & 









| being estimated to cost $29 per square foot as of December 31, 1969, 
“And as the composite construction cost index has increased by 
| approximately 25 per cent since that date, it was considered that 


$34 was the minimum cost necessary to provide a building of the 





| quality and type required." And then it goes on # from there 
}80 that it's clear, I ¢a&tdd eather, Mr. Gathercole, that the 
| Commission proceeded on the basis of the validity of that 


| prorating process. 





Mr, Gathercole: Yes it did. 


AY A RCS 
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Mr... Shibley: And then — 


Mr. Gathercole: And on the advice that had come from 



















Mr. Shibley: And then at the very end it makes reference 

to# the authority to enpage Mr. McCallum to assist members of 

| he being 

| the staff in drafting this contract, -keeping well informed on 

| the requirements of the projectg.f'm BOrry , Of projects. of this 

ature and in real estate matters in reneral. 

And the next document, Mr. Chairman, is also dated 

aly 19, being a memorandum to the file from Mr. Candy. 

Mr. Chairman: Number 85, 

Mr. Shibley: It references a meeting with the 

Menission that morning with Mr, McCallum thatHgéed@ he advised 

the commission that interim financing up to $40 million had 

| been arranged from the Bank of Montreal and that’ Canada square 

now advises that they anticipate all of their lone term finanaing 

(wilt be obtained from Switzerland.’ So that was the then information 

| provided as to long term financing, was it Mr. GAthercole? 

or. Gathercole: Yes it was, we were never certain of 

| that, of whethex-Sinan-—- where the financing was to come but-— 

ay, Shibley: And then the next paragraph references 

| the variable as to exchange being part of the transaction. 

And then at the next page ton, "It was the feeling of the 

| Commission that we should in some form share in the profit from 

bhe commercial area and that the tenants selected by the 

developer to occuny the commercial area should be satisfactory 

fo Ontario Hydro". This was a new element for negotiation, was 
B® not? 


Mr, Gathercole: Yes, it was. We had discussed it a 





Number of times previously and we felt we should participate. 


Mr, Shibley: And was Mr, MeCallum so instructed? 





Mr, Gathercole: Yes, 
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Mr. Shibley: And, I am jumping ahead a bit, but is it 
a fact that under the ultimate arrangement with Canada Square, 
Hydro does share in the benefits refergable to renting #6 the 
commercial premis@s ? - 

Mr. Gathercole: Yes, 

Mr, Shibley: And, as I understand the documentation, 
it's Canada Square which is at risk as to renting the commercial 
area, is that correct? 

Mr, Gathercole: Yes, 

Mr. Shibley: But should it realize a rental in excess 
$6 per square foot, Hydro is to share. 

Mr, Gathercole: On the lower concourse and the mezzanine , 
L share to the extent of 50 per cent above $6, and for the | 
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(i. Gathercole) 
WO Qa Vo 22 f2 Feo ren 
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| $10 ,000 cams 
| Mr. Shibley: Per annum! 
Mr. Gathercole: Per annum. That was negotiated 
ee 


Mr. Shibley: Yes, daeain, that was ancillary to the ~—» 





Mr. Gathercole: Yes. 


Mr. Shibley: “*Basic proposal as originally submitted’ 


Mr. Gathercole: Yes. 


the 
Mr. Shibley: Just stopping for 4’ moment , Mr. 








lGathercole, do I take it,because of the evidence you have given 





iin the last while, that Hydro even as late as late July was still 


: 


involved in a negotiating process with Canada Square? 


Mr. Gathercole: Yes, right on into the fall. 





Zo) 
Mr. Shibley : T fina wht 16 you were in the course of this 


negotiating process, did you attempt to simukaneously carry forward 


| 
| 
| 


negotiations with any of the other ax developers? 








MR. Gathercole: Not that I am aware of. 
Mr, Shibley: So that we can take it that as of July, 





1972, you had made your selection of the developer ~ is that 


correct? 
Mr, Gathercole: That is true. 
Mr. Shibley: And the only thing remaining was that 


an agreement was subject to reaching acceptable terms, a formal 
agreement ? 


Mr. Gathercole: Yes, BRARKXESKROREREEX 


arenes RESIS. 


Mr, Shibley : That is correct, fills WOW you are down 


AAPA T LID EET: 


to getting the detail and the best individual terms settled? 





1 RELEASE 


Mr. Gathercole: That is true. 
Mr’. Shibiey: Then the next document is a memorandum 


or naman BONS NEO ret: 


of July 31, 1972. 








Mr. Chairman: Number 86. 


Rein wee ar wn cue, 


Mr. Shibdley: This is a memo from Sissons to Candy. 


Us LAN a SR SNARE OR 


The minutes of July 19 make it clear that approval of this 
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| DT 
Mr. Shibley 

jJagreement is subject to a final review of all ‘es terms.” Now, 
as ; 
ido I take it therefore that as as’ July 31, the commission was 
still reserving judgement as to an agreement? 

Mr. Gathercole: That is true. 

Mr. Shibley : ALL yPbent. Then the last sentence: 
pcante erect 
"Me memoranda itself and the present minute did not deal 
lspecifically with the question of exchange rate,,the conclusion 
reached that there was no way in which the developer could 


‘be expected to carry the exchange risk, nor indeed would this be 





expected under either type of commission contract," So that you 
‘were accepting as of that time, or Mr. Sissons seemed to be 
accepting, that the exchange risk had to be at Hydro's risk? 
Mr? Gathercole: Yes, 


Mr. Shibley: All right. 





Mr, Chairman: Ttiis 3.30: Mr. Walker reminds 


Agee Sane ee 


me we should take a break, so we adjourn until 20 to 4. 


(H-179 to follow) 
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Chairman:.Mr...MacBeth 


Mr. Chairman: How are you bearing up, Mr. Gathercole? 

Mr. Gathercole: Oh just fine, just fine. 

Mr. Chairman: Well we are back in session. 

Mr. Shibley: Perhaps while we are waiting, Mr. 

Chairman, I would like oy record how impressed I am with the 

efforts of your Hansard people. We have a transcript in hand 

| this afternoon of this morning's proceedings and that has got 

| te be something of a record-breaking effort. I am very 
grateful to them. 

Mr. Chairman: Well, coming from the courts you would 

| take that as somewhat of an exception, but we get kind of 

used to it around here. 

Mr. Allan: Mr.Shibley, you should remember that the 


| House didn't sit today so you could get that. 





Mr. Shibley: I see. It takes quite a bit, dees it? 
Mr. Chairman: Oh they do a good job for us. Well 

l@é are back formally, we have a quorum. 

Mr. Shibley: Thank you, MR. Chairman, the next 

|} @ocument I want to tender is a letter dated August 8th, 1972. 
jmow this letter contained enclosures that I personally do not 
| feel need to be made part of the exhibit. It is the material 
peferable to exchanges with the city of Toronto as to goning 
nd coverage, and so on. It is like a sorcerer's apprentice, 
| the material is reproduced nevertheless and it is available to 
| the members. I suggest that the only part of that material 
hich be made an exhibit is the letter itself, it being a 
letter from Mr. Candy to Mr. Moog enclosing a copy of all 
ertinent correspondence in connection with the rezoning of 

he site for the above building, and permitting a gross floor 
irea of 1,256,000 square feet, based on a density transfer 


rom those redesignated lands south of Orde Street and west 


f Murray Street, enclosing a height limit of 16 stories, for 
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(Mr. Shibley) 


mn overall height not exceeding 250 feet. 

Mr. Chairman: Well I believe you have distributed 
ever¢tthing to us have you not? 

Mr. Shibiey: Yes, you have everything. Now whether 
| you want the whole of that material made part of the exhibit ---- 
Mr, Chairman: Is there any reason why it shouldn't 
Mr. Shibley: Well ali right, let's put 2¢. all in, 

at is ready and you have pot it. 

Mr. Allan: It doesn't fit in my book. 

Mr. Shibley: Well that is one reason why I was 
thinking of not including it, Mr. Allan, but you have it. 

Mr. Chairman: Before I admit it at this point 

there was no reason for any confidentiality in respect to 

the zoning by-laws or anything& else? 

Mr. Shibley: Not at all. 


Mr, Chairman: On well I think it is easier to put it 


ee iey ahem sol. 
Mr, Chairman: That is exhibit 87. 
Mr. Walker: Just the face of the letter? 

of the ; 
Mr. Shibley: Weii the whole/matéPial the Chairman 
has Girected be made an exhibit. ft may be for purposes of 
your week brief if you want to ~------ 
Mr. Chairman: Rather than try to exclude something | 
Somebody might become suspicicus and think we were trying to 
do it on purpose. 
Myr. Walker: Oh no, Mr. Chairman. 
My. Shibley: The next document is a copy of a news 
release dated August 25th, 1972. I believe this is already an 
exhibit but my copy has a handwritten note at the upper left 


corner and that is the copy I want made available to the witness 


please. 
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Mr.Chairman: This will be exhibit 88, the one with 
the hamdwke handwritten notation. 

Mr. Shibley: The members of the committee have seen 
this news release. The only significance of this copy is 
that in the upper left corner it-ts-indicated-a-—copk-ef— it 


Hon, AsBIR.—hawrence , 


Tape H ~ 180 follows 





e Lee, ia 


aera a: 
be them 







taal ah 






gv . 7 
ja 


? Cie 
ey 
“wee ran 
ell. 


gwolfot 081 - 1 east | 
R sas 





daca ty 








May 30/73 
; 3:55 - 4:00 pm. 
H 186 - 1 M.S. 





(me. Shibley ) 

| at 48 indicated that a copy of it was delivered to the Hon. 

| A.B.RK. Lawrence and the Hon. J.A.C. Auid,# I'm not sure whose 
“initials those are. Do you know who initialled that? 

Mr. Gathercole: Those would be my executive assistant. 


PENSE A SI 


Mr. Shibley: So that, in fact, the copy of this 





a) StS ese, 


_pelease was provided to each of those ministers on that date. 


Mr. Gathereole: Yes. 


Mr. Shibley: The next exhibit is a memo dated 


Opn AAI AIT EEN ET 


: 
‘Is that correct? 
| 
: 


| September 21, 1972. Actually it's aletter from Mr. Candy to 
| wr. McCallum of Harries, Houser. That would be Exhibit p=- 


| Mr. Chairman: Eighty-nine. 


WR Ne ema 





} RAE: 


Mr. shibley: And we are only interested in the 
| first paragraph of that letter: 


¢ the Beveloper has examined your draft of the 





| above agreement and appears to be quite concerned about 
one particular item, which is the designation of the 

. ' consulting architects to compile the cost of the building 

upon completion. He appears to be concerned that the 

obtaining of this information strictly by a bookkeeping 

operation would not presént the true facts favourable 


to both parties.’ 





| Now, I gather, Mr. Gathercole, that this relates to 
i Fre obligation to evaluate the building when it was completed 
| and should it be valued at Jess than $34 per square foot you 

| were to receive a reduction in rental cost to youl 


Me. Gatherecole: That is true. 





Mr. Shibley: And then it goes on to talk about various 


SRR AES DRA OE REO 


| elements entering into that costing, that I don't want to dwell on 





at this point. 


eex The next document is one dated September 


NS 





| 27, 1972, a memorandum from Mr. Sissons to Mr. John Ross -- I'm 
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May 30/73 
3:55 ~ 4:00 pm. 
H 180 ~ 2 Mesos 


Mr. Chairman: Ninety. 


Mr. Shibley: And it starts: 





“As discussed, attached is the news release 
concerning the new head office building. The basic 
reasons for approaching the market selectively are 
well known to developers. Apart from impracticality 


of approaching the whole industry by open tender, 











they inelude;-—; °° 


And then he lists them. I'm not #sure of the purpose 













this memorandum, Mr. Gathercole. Can you enlighten me as to 
hat? 


Mr. Gatherecole: I think there was 2 letter from Mr. 


omer : PICT DFAT: AEE STE 





John Ross to Mr. Sissons and he is responding to it. 





Mr, Shibley: I see. I don't have Mr. Ross' =~ oh, 


Forse 








['m sorry. 


Mr. Genest: Now that the committee has got this in 


a Hf Fa x te BLE’, a 
Pront of them, could i help thei? 
re 


Mr. Shibley: Yes, if you would, Mr. Genest. 


Ma. Genest: I am told that Mr. Ross had made an 
“approach on behalf of Olympia and York. 
Mr, Shibley: I remember now, that's right. 


Myr. Genest: And that this was a response to him. 





PEGA! TRY 


Mr. Shibley: That was a very belated approach in 


8 GAS EOI AAO TEATS 


June of 1972. 
Mr. Genest: Yes and that recerds that we weren't 
so eatin 


interested with Olympia and York because of difficulties we were 


having. 





Mr. Shibley: Yes. I think it's in everyone's interest, 


STEERS ET Vee Hy LERNER SOLER TY 


[ don't think it's relevant to get into that. 


Now , eben tne next document is a document dated October 


\ 


ae ani a atta? 
a aE Boon z 


heey 


iP a | ; ste abt 
sapa lor: ews. = at bedongen sone 
siesad af? . sartlind wottto- bast ven 9 
ene thevidooles tetzam od grtdonotags: “n'a 
ytiiaottonryat moe daqa -aregoteveb, c8 ewer 


it 


,webtws aodo ¥t yeteubat eLodw sid atte OTe 0 


£ caaebisbeniees S 
svoqiag si@ So avin fon w'L cmorlt. efatl af nedt pore 


oF «0 eo meoveolios voy ned... efob redisd oi ptt 
“a 7 
if a i i” 


Wi cotaetgel # €sw Biedd antd? 1 -atoonedda0 Ch Se 
2° of gatbnegeet al on hSne, enosal? aR ot meok fn 


- 


pfu —« 'eeon . 1% syvand e*’nod L .ee4. 4 


at atid? 309 eo% seddiemoo off Sade wok +; teeneD ah 
tered? qisd i Biies ore) 16 

fpone) oh ,bhuow woe th. ,20Y ryeldLde a 

n@. ef20 tet enek mM tatd biev wm I sadeensd ii 
SyeY bas aiqnylO to Uaded no sos 


igi aoa? ,won sodmenmea T svysldine .aM 





afd of seneqeet # sa0 eff? det bad -:fnensd: . 4M 








1t Govotqge detelod yuov o caw sSanT :¥orold? .cM 4 
-STOL> ter. 


nerew ow feds abenes4 gate Sos easy ideensd .1é¢ 













49 9 





stow sw selalverti tp to ea@nnced s20Y Bas sliqmytO dgiw betas 

: | oe 

Aevreteal « eneytave nl a’ ot wate I .as¥ tyerdrde oot) 
| dad otnt seg od taaveten at afalatds 3' ne ; 

igs0toO Begah toemyeoth sw at goommpob that BED PE a wor ; 





f 





‘ May 30/73 
3°55 - 4:00 pm. 
H 180 - 3 M.S. 


Mr. Chairman: Ninety-one. 
LPR ESR IMIR 








MIs Shibley: Mr. Gathercole, I would like you to read 
this memorandum, it's a short one. It says; 

+* Following Roger Seguin's comments at a recent 
KLommission Meeting I @suggested to Henry Sissons that 
we should prepare a brief, effective statement on the 
rationale for Ontario Hydro's action with respect to 


the construction of its new office building. The idea 














was that we should only use this if the new building 
became an issue in the newspapers. 

Attached is our draft statement. Perhaps you would 
like to consider it and then we could finalize it, 


including modifications you wish to make.” 





Tape H *#@ 181 follows 
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wasn't. I have nodes . 























H-181 - 1 May 30/73 
4 to 4:05 pm 
Le aay er 


(Mr. Shibley) 
Let me start by asking you, when was the commission meeting 
which is referenced in this memorandum? 


Mr. Gathercole: I believe it was in the early 
spies om Rieciecasseenca tnd 


part of September, axa: At the commission meeting Mr. Seguin 
referred to a letter he had received/a contractor expressing 
| some unhappiness that he hadn't been given more consideration 


| dn the matter of his proposal to Ontario Hydro for erecting 


@m@ Hydro's administration building. 
Mr. Shibley: Ws that raised by Mr. Seguin during 





the course of the meeting? 
Mr. GAthercole: Yes it was. 
See v] 


Mr. Shibley: And was the topic recorded in any 


Ce 





minute of any such meeting? 


Mr. Gathercole: Not as far as I'm aware it 


| a 


> 
Mr. Shibley: I must tell youl have not received 


an excerpt from your minutes which reflect that. 


Mr. Ginest: Mr. Shibley I have searched them and 
a gee } 
there is no record. 


Mr. Shibley: Thank you. 





Mr. Gathercole: It was something of an aside, 
hb were at this tine Subfect of the head office building 
and the negotiation of the contract with Canada Square 
had come up, gg Mr. Seguin said that he had received 


of indicating some protest and that he thought 





“we ought to be very clear as to the calculations and the 


facts with respect to the arrangements with Canada Square 


to make sure that we were arriving at a businesslike arrangement. 
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® H-182-2 May 30/73 
yh - 4:05 pm 
Cais 


Mr. Shibley: And you say he told you of a letter 
Ces Meee 
he had received from a contractor. Did he tell you which 
contractor that was? 


Mr. Gathercole: No, he Giant t. 


— 





Mr. Shibley: Did he produce that letter to you? 
toe before 
Mr, Gathercole: No. Subsequently whan we were 





proceeding to iunchg..wé had some outside the commissiom 
meetings he did r@aise the subject again and simply repeated 
the remarks that he had made at the commission meeting but 
didn't disclose who the contractor was, or the letter, 

fhich was marked "confidential". This is Mr.Gordon's 
response to the subject being raised at L. meoling. 


Mr. Shibley: Now, you earlier in your testimony 


oe 





made some reference to Mr. Seguin, and i'm wondering whether 
your memory of the exchange with Mr. Seguin today is anything 
different than what it has been in the past, in the course = 
of your giving TER ae OP See eee 

Mr Gathercoie: I've checked with all the commissioners 
‘and the he BeeMieand the general manages, AAl of them say, 
that subject was not raised at the commission meeting. One 
of the commissioners only Colonel Kennedy who has since 
retired from the commission mentioned that at some time 


Hf 


much later he had thought that somecne had said something 


about the relationship of Mr. Moog to the Premier. 


Mr, Shibley: Yes, so xmxthak that in respect 





to the undertaking you gave to this committee you have 
made that check? 


Mr. Gathercole: Yes I have. 
SS REE x 


too: 


Mr. Shibley: And the only commissioner that has 


Qe rr ee 


any memory you say of any comment is Colonel Kennedy? 
j 





182 to follow 
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Mr. Gathercole: Yes ae fle was quite vague 

about it and he couldn't recall who had made the observation 
| but he said that he did clearly recollect that it was well 

| on intdsafter the consumption of the agreement. 

7 Mr. _shibley : So that would be subsequent to -— 
when you said 4 Correa would that be a comment made 
after the agreement was executed or after the decision of 
the commission to make the agreement? 

Mr. Gathercole: It would be, I would think, in 

| November or thereabouts ~ October cr Nevember. 


Mr. Genest: Mr. Shibley, 1 have a statement fron 


a a He a lem iy Ke j 
Colonel Kennedy that I obtained after eine WSsion by Mr. 


Gathercole, Would it be of any help if this was read or 


Mr. Shibiey: It's up to you. TI think so. 








Mr. Genest: The statement reads: "I have been 
“SRR lata lialli .a8 18 to) 
asked by the Chairmanfee. my recoilection of Wapiatatenak 





ee “Beat 
mention of G Satenentyir Moos was a friend of the Premier. 





vee recollection cf that statement being 





mentioned in my presence. 1 do not know if this was at 4 
Commission meeting or during conversation. My best 
recollection is that the statement was made sometime after 

the contract with Canada Square was signed. I do not recollect 
who made the statement or where it was made". 


Mr. Shibley: Is that a signed Py ee < 


sapere Maha 





CORR NR Ca gy 


Me, Genest: That is signed by Colonel Kennedy. 


od 




















Mr, Shibley: Perhaps we should make that the next 


cms. recurrent 


Benibit please. 





Members of the committee, I am not intending %o 
‘all all members of the Hydro Commission obviously but should 
4t become necessary, we might consider calling some of them. 


Mr, Genest: Maya I have this reproduced then for 
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| members of the committee and perhaps they could save a place tue, 
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soa 





Mr. Chairman: Yes, we wili do it. I'll mark 
tt now as No. 92, a Signed statement by Colonel Kennedy, 
a commissioner. 
Is there a date cn that statement? 
Mr. Genest: May 24, 1973. 
Mr. Renwick: Mr. Chairman, could I ask Mr. Gathercole 


whether these comments of Roger Seguin which 





Mr Gathercole recalis included any reference to Mr, Moog 
or the Premier or any friendship between them? 

Mr. Gathercole: No, Mr, Seguin is very emphatic 
that there was no reference to those individuals or to Canada 
square, and that he was simply ee the questiorl that he 


hed received this letter and that’ nad eated unhappiness from 
are 
one of the contractors, and that ee be clear and sure of the 


A 4 


basis upon which we were xentering into this. 


Mr. Renwick: Mr. Gathercole, did Mr. Seguin indicate 


a ae 


the basis of the unhappiness of the contractor? 


Mr. Gathercole: I believe he ¢—» 


CERNE 


Mr. Genest: I've obtained the letter from the 


a SRO eS REE TE DO DIT 


ontractor. 








Mr. Shibley: I was just going to get to that. 


see ax sma” 





Mr. Genest: I've obtained a letter from Mr. Seguin, 
Mrs Renwick: Then let me ask another question:of 


CUES ED 


1 of the commissioners you and ¢ 








olonel Kennedy are the only 


ee — Bnet << 


ones thet recall the question of the relationship between the 
Bier and Mr. Moog having ever been discussed. Is that 
corvect’ Or commented upon or rsised or mentioned? 

| Mr. Gathercole: That is so. And as fi say SYtoionel 


MEIN A COWLES ESRI AERTS AE EES 


Kennedy and myself it's just sort cf a vague recollection that 






Nad - 
sometime later »*~ t may have emerged out of the newspaper 


reports about Lt. tek. someone had mentioned this. Now it's 























recollection. 


Mr, Renwick: Mr. Gathercole you do recall it ata 


are a SS SR TR IN 


cOmmission meeting as Colonel Kennedy recalis it? 
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2 Re 
Mr. Gathercole: No, I don't recall it ata 


commission meeting. I just have a vague recollection that 








\line 

some way along the Figs, and as I say it may have stemmed out 
of some of the discussion later, titans someone had mentioned 

A 
this but who it was i don't recall amg As far as I am aware 
anyway from the sraktemiw statement of Cclonel Kennedy, and he 
Se A / 
so advised me, he can't recall who ditt Tt so the only thing 


a can conclude is that it at cere out of the controversy 





that ensued Bem 
_ Mr. Renwick: Mr. Gathercole, when you «——,_ 

Mr. Genest: Mr. Renwick, excuse me. I'm sorry to 
SE 6 aye SETS 


interrupt but Colonel Kennedy's statement does not say it 


conversation. 


PMs 


ee ae 


| (. H-183 to follow ) 


















| of cree mL 9 Bi SeNOXe dokwreh, om er. 
4k tha son puoh vaedetete a’ ybenned mane 

| pe | 

ton ena 9 .yiktoen nolesiomos 8 Se ebam, r 


ear 


2s itd | 
aot ae to antipan molectmmoo a ts Sben baw # ) Liege 
bes t 


- 


— 











May 30/73 
(Chrmn. - Mr. MacBeth) 4.10 - 4.15 p.m. 
RIE. Se 
H31030%- .1 
(Mr. Genest) 
. ow Peads,—As to use... and in conversation." 


Mr. Renwick: Thank you, Mr. Genest. 


Mr. Gathercole, when you made the first comment 


i about the relationship between Mr. Moog and the Premier, you 
; 


indicated that you ##@¢ thought it was Rorer Seguin who 
a, 
had made the comment, and now we have/specific comment of 


— 


a, 


Roger Seguin. Could that have been the reason why you indicated 
earlier in your evidence that there wes some comment made 
by Roger Seguin which gee you have now withdrawn, of course’ 


Mr. Gathercole: I knew that Roger Seguin had 


nent 





ood 


raised some questicn about it as to wnether there might be 
some criticism, and it may be I linked in mys own mind, 
unjustifiably ;_to-the-offiee/xx a lot of time has followed, 


dis €osg¢0M§ 
you know, since the execution of the arreement, the discretioens 





and the newspapers, and so on, and it may well be that I 


linked these two events together, because Mr. Seguin emphatically 





declares to me that he had not known anything about the 


relationshipg of CAnada Square, didn't know ge they were, or 

of the president of that company, with the page Premier. 

i. SRK Mr. Renwick: Mr. Chaisman, I assume that they 

| ied ae oe 

| are going to call Mr. Roger Seguin. 

| Mr. Shi®bey: Yes, we are. That's right. 

I might say ales, the reasong why I introduced this tepic 

| » at this time was that I felt there might be seme connection 

| between the complaints that had been recorded with Mr, Seguin 

by a contractor which he, in turn, passed onto the commission, 
YouR Fatty 

and ¥eoust,..Wak what appears to be, —-foiiy, recollection of who 

a aw was and what was the occasion of your past evidence, peferable 

_ to the relationship between the Premier and Mr. Moog. 


{ Is that correct? 


Mr. Gathercole: I have given my recollection of it. 





Mr. Shibley: NQw, members of the committee, as Mr. 























Genest has indicated, we've saad’ tracked this down a little 


| more precisely. When I was advised of what, in fact, Mr. 
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May 10/73 
U101= Biorb ie 
Reka 
H-183 - 2 
(Mr. Shibley) 
Seguin had to say about his involvement, in terms of what 
he's presented to this commission, namely ie the complaint 
of a contractor. i then ad asked to have the letter which 
that contractor had sent to Mr. Seguin be reproduced and 
sent to me and I Mave am now in possession of a copy of it. 


WOULD BE 
My PEC ERTENGE tO wait upon the calling of gem 





the person 

who wrote that letter so as to introduce it at that time, so 
that we can fairly deal with its contents by the person who 
drew it. It makes a lot of statements that I feel would be 
unfairly dealt with if it were introduced at this juncture. 

So, with your permission I would Like to defer the introduction 
of that letter at this time with assurances to the committee 
that it will be exhibited and gone into in depth when the 

time comes. 


Mr. Chairman: Is that agreed? 


roses 





Mr.Shibiey: Thank you. 

New, as a result of the complaints of one contractor, 
I take it that it was decided to, as this memorandum indicates, 
create a brief effective statement on the raticnale fer Hydro's 
action. Is that correct? 


Mr. Gathercole: That's what it says. 
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4:35 ~ 4:20 pm 
CA 


H-184-1 





; ; “TO TD you 
Mr. Shibley: i, The next document I want produce dssigeete is 


a document called: "Rationale for course followed in selection 
of Developer" dated October 2, 1972. And to avoid duplication 
WOULG pinay 

Mr. Chairman: 43 is the number of it. 

Mr. Shibley: My understanding, Mr. Gathercole, is that 
this was prepared by Mr. Sissons, is that correct? 

Mr. Gathercole: It was sent to my by Mr. Gordon. 

Mr. Shibley: But his initials are at the end of it, HIS. 
Is that correct? 

Mr. Gathercole: it was prepa ared by Mr. Sissons, or 


TE Bl 


by someone else, 





ga Mr. Gordon is the onl erson I know he 
sent it to me ifor consideration. 


MR. shibley: Then you received a copy, amd Gid eta ad 
it? 
FRANKLY, 
Mr. Gathercole: No I didn't, , I read it over at the time, 


SST STS RUE 5 AS 





but no action was taken on it. 


Mr. Shibley: I'm sorry I don't have additional copies 


—m. 





SURAT OQ) eee 


of this next document. It is the same document with annotations 
on it. I would like you to bok at it at this time. and just 
for the moment, can yaitell me, are those notations and suggested 
amendments made by you or were they made by someone else? 

Mire Gathercole: They were made by someone else. 


pow Meanie A 


Mr. Shibley: All right. @# Well then we wont tender that 


SASH TEBE LET A AE LB TIS 








as an exhibit at this time. 





Mr. Chairman: Do you know who.made them? See? 


SESE TOE EEN 


Mr. Shibley: No, I don't. Do you know who made them? 


+51 ueo eT ng Ree 


Mr. Genest: I can assist. I am told that these are 
ORO LT 


changes suggested by Mr. Preston of the Pptpieneet thm eee & 





finance department of Hydro. 


Me. Gathercole: Statistical department. 
Mr. Shibley: Statistical? The next document I want to 


produce is a memorandum dated October 11, i972 which appears coe 
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4:15 - 4:20 pm 
GA 


H~1B4-2 
(Mr. Shibley) 
‘be an excerpt of minutes of the commission, in that it starts 
with the numeral e. 


MR. Chairman: Exhibit No. O4. 


Mr. Shibley: IT STARTS BY REFERRING TO THE fact: 





"The Commission Architect and Mr. James McCallum 
attended the meeting at this point to give the 
Commission information on certain arrangements 
that have been made@ to date concerning the 
contract with Canada Square,;," 

A building 

Discussion of, temporary office/for the Bank of Montreal. 


The third paragraph: 




















"Mr. Candy abo reported that from working with the 
Canada Square Corporation to date his confidence wes reinforced that 
the company and the Commission wuld be able 


to work together harmoniously." 





Now just stopping there. Is this a minute of proceedings at a 
meeting of the commission? 
Mr, Gathercole: My belief is this is a note “hich was 


nate 


| made by the secretary of the commission. 





RTM SETURL BE 


| Mes -Shibley: Mr. Easson! Then on the next page, about 
AGI. ste aaa ae 
a third of the way down, reference is also made to the financing. 
: "Tt appears that the company".— 
that would be Canada Square—-+ 
"Ts borrowing ene in the United States from 
the Equitable Life Insurance Company. One cf 
the itens referred to was that the maintenance 


costs of the building would be paid in Canadgan 
f 


Punds,4 en 





ae 


| 
| H-185-1 Sar auine 
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A 
. 


ED Shib =D 


explained the ratesthat would be paid per sq ft for maintenance 


Beeposes and the efforts being taken to make sure that all these 


se S 

rates are justified and that the contractor vagy not moving into 
1" (where, 

a _— sivak excessive profits could accrue to him over a period 

TRE 

ca ws o cate 
exchange rate and where it might apply such as in relation to the 
ie Re by 

country in which the contractor's financixe arrangements are made 

ve 

- not been fully decided upon although, in earlier discussions, 









matter of the 





a time from this section of the contract. 








it was agreed that there was no way in which the developer could 
be expected to carry the @xa exchange risk.”? 

I don't think it needs further comment. That indicates 
the state of affairs on that date. 


s 
j The next document is a letter on the & letterhead of 





Harries, Houser. It was executed by Mr. Houser of that firm, I 
believe, to Mr. Nastich dated October 16, 1972. 


Mr. Chairman: Exhibit 95. 


j ; + a Si esol rans nabaay 
q Mr. Shibley: This letter has attached to me it a 
a¢hedule showing Caleulation of Fluctuations in Exchange Rates 


aeprepared by Canada Square and the impact on the net cost to 
H¥dro should there be a fluctuation in that respect, Is that 
cCOrrect, Mr. Gathnercole? 

\4 


Mr. Gathercole: Yes, sir, 


ELEN FORA DAA ER 


Mr. Shibley: Members of the committee, I wish to alert 


ve to WG circumstance thatgi g part of the agreement which was 
e f 


emnabives as ‘xhibit number one or two3 two, I believe. There are 
aseries of letter agreements, five in number, which are supplementary 
i 

to the main contract. These are letter agreements dealing with 


AMiividual matters that were the subject of negotiation Be Ow dl 
} 
ag eement. Now, all of these letter agreements are dated as of 
| @ithough 

October 18, 1972. os I believe I'm correct in my conclusion... 
































: ask for commission counsel, Mr. McCallum, to confirm this,.that 


80) 





me of the agreements, in fact, were made within Whe few weeks 
how 
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Mr. McCallum: Yes, I # believe that is correct. 
an 
Mr, Shibley: Yes, It's already ¥@ exhibit. I'm not 


SSO OP RA 2 REY RO a, 


















5 * > ae aaa 

ding to put it in again as an meek exhibit but # 1°11 alert the 
mmittee also to the fact that by letter agreement of weer October 
i972, one provision was made under paragraph "A", 
"Notwithstanding thepro‘visions of section 32 of the agreement, 
rental rate of $4.84 payable by Ontario Hydro to Canada Square 
junder the building lease shall be reduced in accordance with 
following fuxw formula and such reduction shall also apply 

t -ali rentk paid by Hydro prior to commencement of the term 

of the building lease," 
i G4 
Then there is a formula provided which works out/75 over 


as 
Ostimes the amount by which the appraised value\ ig established 


Fabove) is less than $44,400 ,000gover $44,400 ,000-times $484+equals 
reductiong. This is the formula. You will mx find it in one 
the letter agreements whereby, if the building costs less than 


4,400,000, three-quarters of the saving was to be established 


* 


ie (a te ia 
as SxG factor against that prokected price and applied cowards 
@ rental rate of $484 to establish the reduction amount. 


Mr. Deans: Are we getting that? 


Myr. Shibley: You have it already as part of E exhibit 2. 


;'s the bound volume containing #«__ 


Me, Renwick: Oh, pardon me. Right. Thank you. 


erent ence tlctarh mua Amarin 
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| 
| 
1 | 





Mr. Shibley: <=» the agreement and all of the letter 


ge Ne ny HER EN 


(agreements that IT have made reference to. 
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Tape H-186 follows)» 
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4.25 - 4.30 pm 
HT io6e= 1 AA 


(Mr, Shibley) 


and-eil-of-the letter apree 





+0. 
mee veene. where is it? 


Mr. Shibley: JI think it is towards the rear # of 











vi i : 
the brown volume. 





I know it's buried in here, but I think 





MeCalium 


4t is an appendix to this duiiding iease. Mr. 144 : 


ean you help us? 

Mr. @@ McCallum: It is in ##éthe back of that 
brown volume. 

Mr. Shibley: Are they ail at the back? 

Mr. Genest: All the letters shouid be at the 


pack, Mr. Shipley. 





Mr. Shibley: I thought they were aiso, but I 
don't find them in this particular volume, There are certain 
of them there, but not all of them. 

Me, Shipley. 
eee Ta: Ene aa atThere were some 


| A LOSES Te EE ais Sa ae ree 
Volumes significant that had two of the letter agreements 


missing from them and I think they were the ones reproduced 





by Hydro who have them and maybe that's why you can't find 
them in that volume. 

Mr, Shibley:; Thank you. That is what happened. 
May I borrow yours, Y was working to a deficient voiume. 
You'll see a series of letter agréments . The first is 
October 18, not to be confused with the one I was dealing 
with, another one October 30 and a third one October 18 
and it's that document found at the rear of the brown 
Volume, to which ee reference. Have we all located 


our copy? 


Mr. Renwick; It wasn't in my volume. Presumably 
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(Mr. Renwick) 


there is another letter as well missing, Is that right - 


theve, eeu Fa 
tay SYS} 211 together. 


Mr. Shibliey: There are five. 





Mr. REnwick: Five altogether. I now nave three. 


| Mr. Shibley: gtiPerhaps ... 





| Mr. Chairman: I likewise have one of the imperfect 
| copies. I have got one, two - I have just apparently have 
| two letters in here. 
, Mr. Deans: No that's all I have, I have got 
| two. 
Mr. Chairman: I think what we will do if our 


original g#exhibit number two has these in and I only have 


















a copy here, that we g@gwill let the oripinal exhibit stand 
and bring the others up to date so that we won't mark these 


as exhibits now. 








Mr. Shibley: For the moment, I think it will @@suffice 
if I simply ask ret all members of the committee have 

their exhIDTEg made perfect by the inclusion of these and 

that you be &lert to the circumstance that much of what this 
Witness has outlined to you by way of aAdiedhdteVddnerctiated 
amendments to the aontrnce ea bo be found in those letter 
agreements and I don't think I need to zo further with this 


Wieyiwitness in that respect. 


Mr, Chairman: If would ask Mr. Moore if he would 








Work with Mr. Bell to see if he can get the missing documents 
and give them to the members of the committee. 
The next | 
Mr. Shibley: pik/ document % which I think the committee 
will find very helpful in understanding the lease. purchase 
agreement is an opinion type dletter of Harries, Houser 
2 


reporting on the transaction dated October 25, 1972. 
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(Mr. Deans) 

" Mr. Deans: Could I ask one question of the counsel? 
At some point are you going to show where they arrived 

at the $44, hoo, ooo! I was under the impression we were 


WO Y? ‘ane a awe: CU Ce 2 2-H TAINS 


H 187 - 1 follows 
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working with a figure of something close to $41 million. 
& 


Gathercole. 


would like 



























































$34.00 mak multiplied by the gross area, *pRele IE eee. 


Ur. wolDLey Maybe you can answer that, Mr. 
Sos 


Mr. Gathercole: No, it's $44.4 million, which is 
“PG $1,390,200 dd... 













Mr. Shibley: Bearing in mind that the gross area 


ae 





Pera ere 


is to the extreme outside limits of the building, not to be 


confused with the net, rentable or usable area. 


is 
Mr. Chairman: This next Tt PA 96, 





Mr. Shibley: Members of the committee, tnis is an 





important document in the sense of assistane you in ari 


understanding of the basic arrangementg that was made, and I 


to go through it with you fairly carefully. I wiil 


read it for everyone's benefit. 


“In accordance with your instructions, documents have 
been prepared to effect the construction of Ontario 
Hydro's new head office and the subsequent leasing 
of a major part of the building to Ontario Hydro 
for a term of 30 years, at the end of which peridd 
Ontario Hydro would become the owners of the building 
and other improvements on the site free and clear of 
all encumbrance. 

The method which has been agreed upon with Canada 

Square for the handling of the transaction provides the 
following: 

(a) A Ground Lease of the site at the south-west corner 
of University Avenue and Colleze Street, which site 
contains 2.41 acres, by Hydro to Canada Square for a term 
of 50 years at a rental of $1.00 per annum, and which 
Lease is capable of being terminated at the end of 


30 years upon certain terms and conditions. An 
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explanation as to the original term being 56 years 


is contained later in this report." 





Rie, CO Canada Square. 





"(b) A Net Lease to be entered into when the building 
is completed whereby Canada Square leases to Hydro 
.the lands and building for a term of 30 years at a 
rental of $3.35 U.S. per square foot and Hydro 
undeftakes to do all the things that a tenant 

normaliy would do under what is normally called a 
carefree lease. The rental rate under this Lease will 
be dealt with further in this report when dealing with the 
actual document. It is the intention that this iease 
will be registered on the title to the property 
immediately following the Ground Lease and in priority 


to any permanent €hagge to be placed against the 





property by Canada Square. 





should tell you that the effect ofthat is that sms: 





Hydro could not be foreclosed out of this leasehcid 


"The effec. of this order of registration will be 
that, as long as Ontario Hydro pays the net rent and 
performs the other Gbligations under the Net Lease, 
their ogeupancy of the premises cannot be disturbed. 
"(6) A Lease Back whereby Ontario Hydro leases to 
Canada Square the site and the building for a period 


of one day less than the term of the Net Lease and 





the annual rental per square foot payable under this 
lease is the same dollar fipure as in the Net Lease, 


except that under the Lease Back it is payable in 
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(Mr. Shibley) 

7 Canadian funds. In addition, Canada Square, 
under the Lease Back assumes those oblisations 
included in the Net Lease which were intended to 
be part of Canada gps ebligations in the 
Building Lease, A discussion of the risk 
of exchange fluctuations is set out later iri 
this report. 

# a) Buiiding Lease. This is the document under 

| which Ontario Hydro will oceupy the premises once 
they are completed and sets out the obligations 
of Canada Square and Ontario Hydro during the 
30-year term of the lease. 

"e) Construction Agreement. The arrangement between 
Hydre and Canada Square i838 set out in an Agreement 
referred to as the Construction Agreement and the 
douuments feferred to are attached as Schedules 
to the Agreement so that the form of them is 
settled and they can be completed by the insertion 


y 4 awe ve fh 
of proper dates arid amounts at the appropriate time. ’ 


We feel that it woulda be appropriate to set out some 
of the obligaticns assumed by soth Hydre and Canada 


Square in respect of the documents: 


(Tape H-188 follows) 
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4 é 
? Building Agreement. This agreement requires 


Hydro to enter into the ground lease within 60 days after 


execution. It requires Canada Square to prepare all 
Speciticetions -construetion of the 
necessary drawings and syees for wee eicy in accor- 


. Pe $ 
Vaan myo 
es 


i 
dance with preliminary plans and specy’ pi th lala are 


16 in number gue wid isbe initialled by the parties, ee 
oC fe) a) 


is an outline sped together with room schedules and allow- 


- 


ances which will also be initialled by the pauties 5 and 


Ca Vn AvSe, OM Yur Kenneth ¢ a So: Aa, 
we are informed by the architect that he has appraved the 


aN 


drawings and outline specifications. Provision is made 


in the agreement for changes to be made where required 


6) wlnrro hick 
by, liydro, but, in event of changes “irr result in strue- 


tural or other substantial changes in the building as 
eo: ca ows 
described in the preliminary plans and spetg, such 
Out No 
changes are to be for the account of H ¥dro. 


ti 
Canada Square is required to engage and use the Ve 


services of the following parentage ond they are listed. 
4 : p : Bo and por f 
.»,canada Square ia obligated to stey the cosets 


of doing all things required for construction and com- 


pletion of the building preject including permits, 


chal 


f ake. | a re Rae. 
licenges 4% wiigm, All work % be done expeditiously quad 
} can 
in a first class workmanlike manneYr. 
) 
8 Canada Soauare k are required to use their best 


RHRAKS endeavours to obtain an excavation permit as goon 


COWR Ee Wek te 
as possible andjcenmence construction igsain cone month of 


date of issue of the excavation permit and to complet 
48 Va ein dh 2 *OANE 
 geonstruction 36 months ee from date of issue of permit 


4 
bans 
Subject to certain extensions Lhe granted in the event 


a 


of delays over which Canada Square have no control. 












































qtedte wyah 03: nba tw, onal pawors etd of 


“A 


bts oxpeien of steps shaded paring! 

ont ‘to Set nae 
tones at ei, 5 aid eyane baa ean Pads 
yd ~— sii? fran bas ensiq Wienke hy: ‘em 
oe es ,eakoring eit ed BebLelsiat od Cty os 


.wolle bane eslabvedsoa moot djiw ‘sentvoned "bage entLtue f 


bas ,asioaag ed? yd betistsiat od outs Liew dokaw 
mS 7 t rr >, re Mp >? he iad Y 
ad? bevbtqgs sen af shania? toed ti7s, eid yd bemrotat me 


oben ef potetvext emnaiteotticeqs enitivue bis asabes 


ate 


beslupe: erent sien 6d of suxnudo tot Jnemecetgs etd ak 
ea 
w¥ee a) elves ‘ihe seanaiio Jo gneve mt rata ont ir a 
-~o® gnthl two ait ©) eegaedo [sitiastedus wire 40 Ue 
tm a y , 


a a 
dove uns wis enale yaanimife tg ef? as bodi« 


6 wy AJ 


sive, io Mesos oft Ol od OF OTA BBY 


ii 
ny sit sau Dos saeee ae bettupet af oreupe sherned 
be i ata vote bow e@oetTwenoo galwolicl edz? To eest 
dion dreads % 


“7 sn? wee eo | stanlido «ef otaupe sbanao..: 
1oo tne nolieamse 2% bertupen eyntday Lie gute to! 


steney apibelont feeloig actbitud eds 26 nolsei¢ 
v4 J 
ane 


_— 
Bar nits yo ti Theses > ec @@ toow ILA seen eats. f 


é’> 


exqam etileanivow evalo geal? @ 
‘ 
‘ued t2ed4 eek Of Suwiepet ots «2 otaupe shane * 


(mace & Siargeqd AS lISVH ee TA efeiado o7 ejvovseebne oan 
, ot AMYeURSI ot 
to dinom enc pisdbhae Hollows anos eonmmeny) bine eldineog 


etefomes of baw Simteq solvevpoxe ed? Yo ausst to a? 


eat in ert ai* 4 ¥ on 
‘otea IO guaet to ef2b mov? hake sfisaom a: notvoutie 


*h ~ 


ot 
fneve eis ar betne sx Ks enotenedxe aiedise oF Toots 


fortnos of oven steupt shana? dotdw rove syeteb F 


H-188-2 May 30, 1973 




























(Mr . “ara , 
1S te Car shes 
— 2 Sear eggs for, approvals and 
hak f€ Ontario i 2, 
certain rights of inspection eriiaroea during ¢6 astruction, poncd 
th Ore be 
Canada Square,required to segregate from gereral 


“A 


aerots $2 million in a separate account and uge such sum 
Sueh 


QS 
Podether withpdds tional funds fet may be necessary to 


| finance construction of the building until a satisfactory 


en, Mi 
mortgage commitmaes has been obtained. Lil of the mortgage 


ae 
< : 

to be restricted to $45 million Canadian or, ‘U-S. equivalent. 

T Ovtk ovine. Ve - 

This sum was agreed shige accepting an estimated overail 

cost of the building of $34 per square foot and multiplying Hie. 
es by the aggregate gross flocr area of the building which °s 
1,305,822 square feet which amountg totals af $44,400,000. 

re is recognized that there would substantial 
commissions, holding fees, and legal costs i’ute incurred 


. a C su! Y 
in obtaining a mortgage of this size and™“’kh a 





million was intended to include these items. There are 
PL Mba 
certain limitations as to how es | Se tan be 


arranged and as these are sét out in the various leases, 


they will be deasit with at toat time. 
iA, : 
NK The agreement i self also deals with ywar ious 
Sy 


y Ae PRS E 
leases set out above aeaeees Will be #@% further explained later 


in this report. . ia 
I wal. ee 

t we fee} itt misimpor tant to point Gut &@t this time 7 hak 

Hoe Ye. rage 
it cee vod of the Commission to pay all taxes inm- 
posed on the ee buildings thereughout the term of 
ae nbmnie 8 Ne 
the ground lease. ise are informed that Hydpe begs Laken 


Lk 2 


this into account and this matter was éonedaaned when 
the rent payable under the building lease was agreed 
upon. 


it Ouberip 
Ground lease. Under this Se CHnShY, sie Leasey 


fA Tea oF . F 
to Canada Square the site ial te 50 years at an annual renty} 
of $1. ee realize that it was the original intention 


for the ground lease to be for a term of only 39 years. 


~ b af La Abiasy 


ase o wine 
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VOH. 
(Mr. Shibley) 
ding 
We have, however, been supplied with evidence by, solicitors 


4 
Ae ; 
for Canada Square that in order to obtaingfinancing ‘ems 
\ 


wax for this project, the State of Mew York 





Insurance Commission requires that where funds are peing 


advanced on @ ROPLESES based upon a ground lease that only 
, Leng iene) of tne 
two~thirds of "EREyt erm can be taken into account wkem in 
(ing te " thw 
determing/ dace accordingly » Canada Square requires 


a@ lease of approximately 30 years in order to obtain finan- 
In order Cuitewiea 
cing. H&KERREX/to protect, liydre provisions have been 


inserted in the ground AGBEE to provide for termination 
Has peeve eee aa 
at the end of the term on permanent Charge, t has been 

















fully paid and satisfied 


het ss a in the 
s very lengthy definition afta ground lease of the 
© tw WAL 
permanent charge, restrictions on the permanent charge rod wine P 
. - end of the tum cl Hy 
to mature on or ew before the/fnet ee, te 





 berpayable in monthly instalments RA et and 
tie : 
interest not greater than,monthly instalments payable en iiurhdy the. 


















é 
the n et lease {being an ameuns of not more than 
Cale ndaned « in Boos Gea wonaide bags J cial 
perpquare foot ; eee, and be fully paid ined 
esr Gite ont tl 
being discharg od at ) anita ape end of 
gf 


| further payment. Provision is 


ae 





dm re ope A Ex ye, xx, > WA SY 
Cerm wachnoue sny 


lyo made for a replacement 


ay 


charge which is covered by the same restrictions 43 the 


permanent charge. 























ti 


' The ground lease also provides for the placing 


of an interim charge on the ground lease to finance the 





cost of construction, Such interim charge eahall only be 
valued to the amount actually expended and paid in 
respect of the project by Canada square less the sum of 


$@, million so that Canada Square Will always have a minimum 
> 








| of $2 million invested in the project which is not 


34 





secured by the project. 
I might just remind the members here that there 


was some concern in one memorandum that snould there be 





-- ae Pier a os 
pee SEN ert 
sexes dai yeretde. ¢ n ats 

oY wot So: agnde ats tos Long 2 tor, 
gaied ete ebrytt sree at se 


eiao Jadt. sanet. boven a ees boced 
pag ‘tp 33 


at waew Peveooe O8ML geded od eo otteny 
setiupet sisand ehnasd a tlantbioo0g | enone 


-nanl® aiw'ds oF tobto nf eteey 0? iesantsonqqs % 
ebro ol 


iret 7 
goed oved enoketve wy Sabyilyoeg0nq ov 


































ni dtemsnye? "ot sbivetq of east bavoty end ade 

bab. yore att dd’ haw -_ 

nveod san fraao Frenaavtece to are? 6 o one 
oot nad maar ses im, 


bohieliss bas bisa | has ; 
| a Au KO 1 . 
eh Ne neaet bowery ache nottiniieb ydigoel yiev epee 


BH bagi 
om eta Soenertteg afd) 10 anorsointien sansa gnen 


+. yr BA 10 DA 


of_vovvl “~~ ‘Tl exotsd wma tO nO Studsam.oF 


pin Leqtend sa Ga/ asnentatads qitiinom mk tony 


wit 
ath Woweg eitnedcg atnemlasent ulridnom nets netaota tor Jaa 


oe) het aot? e900 fom to tniroms nb golied) easel. Je a 
7 rca Sennett nn 1 Asal Ailas 
ya itn Die y ifut ed Gna cereemies fo pi o1nap i 
r: Prue aps ~tys i —T 


Sac to bre eas aaa \i cS “Besradostp 
; A oxla ef melelve7rd .eaeaveq wedsy 
ef nae adi yd betavoo ef(toltaw oa 


sg 7edo. Jnenes 


‘4 
wombs »-eeeg ocle ecacl Bovoetp odT 
wit @pies ° @eaet bawors off so satede miavedal mae 
cine iH eendio @itedal dove, .agisowrzancs to'2 


af &ipe Bap beimecne Elidawf7o8 Ihuvoms oda od Peck 

lio mua of be! sinup@® ehana? yd $oslot¢ off Io Toeq 
muahelin 4 ea aviwte itv sesare absentee. tant o8 (ete mt 
tetdw geetetq ea? at betaevnt sobttiewe 


' -Tostotq etd xd be" 


.* 
<£ 


qed 24k Sten onodanm edt botewy gevh, rdgio TZ 


ed e900) blugde Zod avbwe vere ono at areededs 
: : _ i 





He LBGoh May 30, 1973 
435-4 49 pm 
Ns es 
(Mr. Shibley) ee 


overrun on the cost of (the building, the developer should 
demonstrate proof of financial responsibility and in this 
case, Hydro actually committed them to set aside $2 million 
of thelr own funds and so constructed the arrangement, I 
surplus 
take it, that that $2 million is always hamteme to the 


security of the ground lease and Surplus te what might be 


H-1%9 follows 


a eee nie 
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me. considered in the building by Hydro. 


"Provision is made in the meem 





ground Lease for 
Hydro to terminate the §round Lease prior to 
the time that Ontario Hydro takes possession 


of the whole or any part of the building if 


y 
Garr 


Canada Square should fail to adel erection of 

the building project in accordance with the 

construction agreement, and to proceed with 
in aa 

such erection Wm proper workmalnglike and 


intention 
expeditious manner.g Notice of Sites"? 





terminate must be given to Canada Square 


within 90 days or such further time as may be 
and 


gm reasonable to memeee their defaultyin the 





event that the (ground flease is terminated, Oxbow 
@ Hydro must assume all interim charges outstanding 
against the @round lease to the extent that the 
interim ranean comply with the restrictions set 
out earlier in this report. Without the consent 
of Hydro, fmt Canada Square are restricted from 
assigning ts @round Lease, except for mRpurposes 
of arranging interim or permanent financing which 
consent shall not be unreasonably withheld. 
However, until the commencement of the term of the 
Net Lease, Hydro have the right to unreasonably 
withhold consent. The effect of this provision is 
to ensure that Canada Square stays with the project 
until the building is completed, and thereafter 
does not assign its interest in the project except 
OL 
with the consent of Hydro other ehafnthe purposes of 
arranging financing.” : 
That may also be a significant provision in light of the importanzce 
laced upon the responsibilities for maintenance and management of 
building and the reputation of Canada Square as a company 


having excellent qualifications in that area, the asslgnability of 


ee 
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the contragct and restrictions thereon would become significant. 


"Canada Square are required to carry a Builder's 


Risk Insurance Policy and have agreed to have Hydro named as one 


) 





























Net Lease 





of the insureds. However, when the matter was discussed with 


Mr. Lawson of your Insurance Branch, he felt that 
there should be a m waiver of subrogation in 
respect of contractors and sub-contractors 
employed by Hydro prior to final completion of 
the building as Ontario Hydro may bem engaging 
certain contractors a. to do work for them in 
preparation of their moving into the building. 
Canada Square is not prepared to have their 
insurers accept the risk of damage caused by 
negligence ee or otherwise of Ontario Hydro's 
contractors or sub-contractors, and it may, 
therefore, be necessary for Ontario Hydro to carry 
insurance in respect of this matter, and thig is 


on uhuch. 
one mattergwe would appreciate yaya receiving 


your instructions. 


as set our earlier in this report, the Ground 


Lease contains an express covengat on behalf of O_o 
Hyéro to pay all real property taxes and local 
improvement taxes against the lands (which will 

inelude taxes on the building) at any time during 


the term. 


“Under this document, Canada Square leases to Hydro 


the lands and completed building for a term of 30 years 
and such additional period of time as may be 

required for Canada Square to obtain the advance 

under its permanent financing, provided such 

additional time is not more than three months from 

the completion date. Originally, Canada Square had 
asked for an additional twelve months to take down 


their financing, but we felt that this period was 
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"far too long and eventually we compromised 
on three months as we recognize that it is s® not 
always possible to have ali the documentation 


for a mortgage of a size contemplated hasaiers 





completed by an exact date, and it must be borne 
in mind that the payments under the Net Lease 
coincide exactly with the payments required to 
be made on the mortgage so that the mortgage 
will be fully paid and discharged at the end of 
the term of the Net Lease. 

“In the Net Lease, Ontario Hydro gives certain 
covenents in respect of insurance, liability 
insurance, payment of utilities, repairs, 
damage and destruction of buildings. All of 
these covenants are relieved against and assumed 
by Canada Square under the Lease Back. 

We should point out that Candda Square is required 
to insure the premises and there is an obligation 
of Canada Square to use the insurance mam moneys 


to rebuild the premises. 





(‘Due to the nature of the transaction under which 
Ontario Hydro obtains full ownership of the building 
at the end of the Net Lease, it has been agreed that 
cai the rent payable under the Net Lease would not 
abate in the event of partial or complete destruction 
of the building; otherwise the permanent Charge would 
not be fully paid and satisfied and Ontario Hydro 
could not then terminate the Ground Lease sie ts 
most important that Ontario Hydro terminate the 
Ground Lease at the #@ end of the Net Lease. 

There are elaborate provisions in both the Net Lease 

and the Lease Back Soe with papi raae ’ 

Without going into thidetgne sre prebites to advise pow) 
that we feel the eee are the usual ones and #3 


Ps ALL y: 


Ok 
that the position “orp Haro is protected. 
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Mr. Shibley ) PLG 

: | “The is form of Net Lease which has been agreed | 
re 


upon and is;scheduleg to the Construction 

Gnd Ach. 
Agreement does not show the rent payabie, this 
Aannot be filled in until the actual rental payable 
has been determined in accordance with Section 28 
of the Construction Agreement. The g maximum 
payable will be an annual rental calculated at the 
rate of U.S. $3.35 per square foot on the aggregate 


‘rentable area. This sum of $3.35per square foot 
will be reduced if the amount required to fully 
amortize thee permanent financing over ite term 
; is legs than $3.35 US and the amount payable under 
7 the lease-back is adjusted accordingly. The adjust= 
open’, in these payments does not affect the rate of bental 
payable under the building lease unless the rate of 
apREEPETTE which the permanent financing is obtained 
is less than 8% and, in that event, there is to be a 
& reduction in the rent payable under the building lease. 
} (The determination of the a@gregate rentable area 
of the building has caused us some concern. There are, 
of course, several definitions availabie for this term 
and what is particularly concerning us is the recessed 
area on the ground floor which totals between 13,000 
and 14,000 square feet. Canada Square maintain that 
there are certain American associations which include 
the recessed area as part of the aggregate rentable 
area and this is based on the assumption that it is as 
K expensive to build the recessed area as it would be 
to include it in the building. This overlooks the fact 
that the tenant renting the space behind the recessed 
area 
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Mr. Shibley) 
att: ‘: 
rthe space—behind the -recessed—arcd usually pays slightly 
higher rent in view of redessed area, Any definition which 
we have been able to find makes no provision for including the 
lrecessed areas as part of the aggregate rentable area. As a 
‘compromise, Canada Square have proposed that the recessed area 
immediately in front of the lobby be included in the aggregate 
irentable area and that 50 per cent of alli of the other recessed 
areas be included in the aggregate rentable area. This is an 
item Rich ve have not been able to resolve and would appreciate 
reiving your instructions in respect of it, 
(We have not referred to all of the Net Lease. However, 
> are of the opinion that the matters to which we have not 
sferred in this report are those items usually found in such a 


iccument and Ontario Hydro's rights are satisfactorily protected, 


ase Back 
“This document transfers back to Canada Square the lands 
completed building project and is in effect a reversal of the 
© Lease, It is, however, for one day iess than the Net Lease 
30 that it does not represent an absolute assipnment of the 
Net Lease. The Lease Back will be repistered on title after 
he permanent Charge is repistered., 
6 Under the Lease Back Canada Square assume all ¢ of 
covenants given by ee in the Net Lease other 
n those covenants such as the covenant to pay taxes, etel, 
which it is intended that Ontario Hydro remain liable, 
“ The rent payable under the Lease Back will be the 
same dollar amount as payable under the Net Lease save and 
fcept that under the Lease BAck the amount is @ payable in 
Manadian funds. It is the difference between the payment by 
tario Hydro of US money under the Net Lease and the payment 
by Canada Square in Canadian funds under the Lease Back which, 


1 the event of a ehange in the exchange rate between the 
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P| H-190-2 
adian and US dollar subsequent to the date when the funds 
drawn down on the permanent financing, ensures that the 


c of the exchange fluctuation remains with OAtaed Ontario 





ro. This is a risk which Ontario Hydrce has always agredd 
accept and is dealt with later in this report, 

(tn addition to the basic rent referred to in the 
seceding parapraph, Canada Square has agreed to pay to 

mbario Hydro 50 per cent of all rents received by it for 
mercial areas on the upper concourse in excess of $6.00 
Square foot per year, This concession was obtained due 

the fact that Ontario Hydro are paying the taxes on the entire 
wiiding and, while Ontario Hydro are being piven an a@ amount 
pf $1.08 per square foot on all the commercial area, it was 

Pelt that this might not, over a veriod of time, compensate 

ry all the taxes payable in respect of the commercial area and 
that it was essential to obtain some additional income 7¢@ from 
= commercial area if possible. The above solution represents 
A Compromise between obtainine additional rent on all of the 
Bercial area and receivinp no additionai rent. Your 
Instructions that this compromise is satisfactory would be 
reciated. 

{fe balance of the clauses wm in the Net Lease are 

Bee usually found in a document of this nature and don't need 


be referred to in this letter. 


iding Lease 

(This is g the document under which Ontario Hydro will 
upy the building for a period of 30 years and which establishes 
contractual rirhts between Canada Square and OntarigqHydro 

fOr the operation of the buiiding during the term of ke the Lease, 
| As provided in the Construction eerie eens term of 
(Lease is for 30 years and for such additional time as may 


required to draw down the permanent financinp, but not in 
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excess of an additional three months 





2 


' (the rent payable under this Lease is not filled in 

In the Schedule attached to the Construction Agreement and is g 
governed by Section 32 of the Construction Agreement and is 

to be calculated at the rate of $4.84 per square foot subject 


fo escalation for increases in maintenance costs. and also for 
2 


we 


education in the $4.84 in the event that Canada Square are 











le to arrange their financine at less than 8 per cent per annum. 
The rentai rate of the Buildine Lease was originally 


reed upon at $4.92 peysquare foot ner annum. This was to 








in¢lude all of the commercial area which was to be rented back 
Canada Square at an annual rentai of $6.00 per square foot, 
leaving a marpin of $1.08 per square foot for Ontario Hydro in 
espect of the commercial area, In order to simplify matters, 


me commercial area was deleted from the Building Lease, and 





hen the calaulations were made, this resulted in an effective 
‘ental rate of $4.84 per square foot per annum in respect of 
® space being rented to Ontario Hydro." 


| 
on aiielee See . 
| Thatta, I think .78 significant, or important, expianation 
I 
| 5 
here of how the effective rental rate of $4.84 waa determined, 





@eic into it is this other factor: 

"Canada Square assumes the obligation to maintain and 

.... the bulidinr thwoughout the lifetime of the Lease, subject 

O two exceptions, botn of which are of considerable importancet 
; If the demised premises or any parts thereof fret out of 

i. repair or become damaged as a4 resultg of carelessness, 


nepliipence, etc., of the Tenant (Ontario Hydro), its servants, 


a 


| agents or employees or anyone permitted by it to be on the 


premises, the expense of all necessary repairs shall be borne 


i 
| 
| 
| Tape H-191 follows 
| 
k 
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| H-191-2 May 30/73 
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DT 


uilding lease) over the base year which is defined to mean 

he 12 consecutive months commencing six months after the 
(Cin an effort to control the moneys which might 

be expended for maintenance by Canada Square, @ provision has 

een inserted whereby there must be deducted from the 

maintenance costs the following: 

(a) any costs considered unreasonable, unnecessary or frivolous. 


2 
) costs incurred in excess of the costs which would have been 


Standards of maintenance ® as would have been reasonably specified 
















y Hydro; and 


furnished at rates competitive with those in effect at the 
‘ime in the city of Toronto. 

Ory, addition to the above safeguards, Hydro are 
bitled to have their auditor examine the books to verify the 
unt of the calculation. 

IH the event of damage or destruction of the building, 
is to be rebuilt by Canada Square and, during the course of 
fepairing or rebuilding, there is to be an abatement of rent 
ual to $1.49 per square foot on the rentabdie area not 

Mpable of being used by Hydro. 

| (€ there is nothing said in the building lease as to 
hat happens in the event of expropriation.w We believe that 
jofar as the building lease was concerned, the decision of 
é Land Compensation Board would have to be accepted, if 
here’ an expropriation, there would be a provision for an 
Datement of rent. 

The balance of the provisions in the building lease 
Pe those normally found. 

There are certain matters that we would like to 


wax specifically upon: 
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Risk of Exchange Fluctuation. Ontari: Hydro has always 
that they would run the risk of ex<hsange fluctuation 
king the payments required under the permanent charge. 

ve restricted the permanent charge to the amount of 

5 million or its U.S. equivalent, being the approximate cost 
the building project. We have been instructed by Mr. 

ich that the documents as now written properiy reflect the 
tion of Ontario Hydro so that it will not be taking the 


-of wx#ahk exchange at the time of the draw down cf the funds 
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milly of the repayment of 
he principal and interest on the permanent financing. Mr, 

r Lamb, at Mr. Nastich's request, has worked out a formula 
specifies the method of calculating the respective payments 
the agreement, and it is our intention to have this 
oved and initialled by the parties. 
| We were not retained to report to you upon the financial 
ity of Canada Square to carry out its obligation under the 
ement and complete the project. Sincere there is no 
ision in the documents for Canada Square providing a performance 
, you wili undouwbtediy want to make a judgement as to that 
any's financial ability. 

Canada « Square has insisted that its azreement to (1) reduce 
and (2) reduce its permanent «financing if the cost of 
building project is less than $44 ,2OO 008 he set out 

wate and apart from the building agreement. Tre formula 
fosed by Canada Square is contained im the attached form of 


ement . May we’ please have your instructions with respect 
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H- 192 - 1 


Chairman: Mr. MacBeth 


(Mr. Shibley) 





“in addition to the specific requests for 
instructions with respect to these documents, we assume 
that you will inform us of any other necessary changes. 
| @ canada megnane is pressing hard to obtain execution 
of the buiiding agreement, and so on.* 
| | Mr. Chairman, it is now five nape to.five. I 
suggest it would be a convenient time to recess. 
BY the way, I did tell members of the committee 

that I would alert them to the sequence of witnesses to COMe g 
” Pentertorttesedemseets following completion of Mr. Gathercole's 
evidencecs.,and you will have noted I have used Mr. Gathercole 
as a vehicle a8 I say that with respect a to introduce fe a 
, lot of documentation. I will at that juncture have, so to 
speak, completed in chronological sequence, sw substantially 
the whole of the series of events that i want to cover with 
this witness, and then my intention is to go back and start tape 
with Mr. Barry Be Cs, “pa” “sort of introduc ed Mr Moog and Canada 
Square to the Hydro aa I will be calling him as the 
next witness and thereafter I will call Myr.Sissons, of Ontario 
| Hydro, | 
| Mr . Chairman: Any gqudstions of Mr. Shibley? Mr. 
Gathercole, do you feel a little bit used this afternoon? 

Mr. Gathercole: It has been a wery exciting procedure 
for me anyway but perhaps not for anyone else. 
Mr. Chairman: In any event we would like you back at 


three o'clock tomorrow, until which time the committee stands 


adjourned. 





| Mr. Gathercole: Thank you very much. 
The committee adjourned at 3/00 o'clock, p.m. 
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LIST OF EXHIBITS 


Memo for file - June 29, 1972 
re New Head Office Building 
"Advice of Comm ission Decision” = June 29, 1972 
re Negotiation of Agreement with Canada Square 
Memo = June 2& 29, 1972 | 
From M, Nastich to J.0, Dean 
re Commission Discussion of New Head Office Building 
Memo = July 6, 1972 
From J.0. Dean to M, Nastich 
re New Head Office Building 
Memo for file - Commission Meeting of July 12, 1972 
re New Head Office Building 
Memo = July 13, 1972 = KH. Candy to file 
-re List of Comparable Buildings 
Letter = July 17, 1972 . 
Bank of Montreal to K.H, Candy re Canada Square group 
Memo = July 19, 1972 
From KH, Candy re New Head Office Building 
"Advice of Commission Decision” = July 19, 1972 
re Negotiation ef Contract with ® Canada Square 
Memo to file = July 19, 1972 
From KH. Candy re New Head Office Building 1 
Memo = July 31, 1972 - From HoJ. Sissons to KH. Candy 
re Negotiation of Contract wita Canada Square 
Letter @ = August &, 1972 = From KH, Candy to J, Moog 
re Rezoning of Site of New Head Offiee Building 
Copy of News Release = August 25, 1973 
WNew Head Office Planned for hydro” | 
Letter = September 21, L972 - From KH, Candy to J, MeCallwum 
re Agreement with Developer a 
Memo - September 27, 1972 = From H.J, Sissons 


to John Ross, Crown Trust Co, 
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LIST OF EXHIBITS (continued) 


Memo = October ca 1972 - From D.J, Gordon 
to G.E, Gathercole re Rationale of Decision 
re New Head Office Builditg . 
Statement = May 24, 1973 = By Lt. Col, A.A. Kennedy 
re Friendship of Premisr and Mr. Moog 
Draft Memo = Octeber 2, 1972 
"Rationale for Course Followed in Seiection 


of Developer” 


Note = October ll, 1972 = re progress of negotiations 


with developer of new Head Office Building 

Letter = October 16, 1972 - 
From Harries, Houser, Brown and McCallum to M, Nastich 
re Exchange Rate Fiuetuations 

Letter =- Octeber 25, 1972 = 
From Harries, Houser, Brown and McCallum to 
Chairman aud Members of HydroeElectrie Power 
Commiasion 


re New Head Office Building 





BINDING SECT. CCT 241974 


















































i 





















































